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Credit Lyonnais 
The prospects after 
the Fescue package 
Page 6 



WORLD NEWS 

Indonesia tries to 
restart economy 
as Jakarta 
riots subside 

Indonesia's banking system is due 
to reopen today as the government 
tries to restore order and restart 
the economy after a wave of 
rioting that threatens President 
Suharto's grip on power. White 
quiet returned to Jakarta and some 
shops resumed trading, riots flared 
in other cities. Page 16; Economy 
paralysed. Page 3; Editorial 
Comment, Page 15 

India plans new mid-range missile 

Inchan nuclear scientists said last 
week's tests confirmed the 
country's capability and would be 
followed by development of a new 
intermediate range missile. Page 4; 
Hypocrisy and the bomb. Page 
14; Observer, Page 15 

CSnton backs China probe 
US president Bin Clinton will 
support an investigation into claims 
that Chinese donations to his 1996 
election campaign had swayed 
foreign policy decisions. Page 2; 
Clinton presses Yeltsin, Page 5 

Kohl's keynote speech j 

The eyes of f.001 delegates and 
700 special guests win be on 
German chancellor Helmut Kohl 
today when he addresses the 
annual congress of his Christian 
Democratic Union. Page 6 

Argentina expels banians 
Seven Iranians, including three 
diplomats, have been ordered out 
of Argentina amid suspicions of 
Iranian involvement in the 1994 
bombing of a Buenos Aires Jewish 
centre in which 86 died. Page 2 

mou ntainee r's body found 

French mountaineer ChantaJ 
Mauduit, 34, was found dead in 
her tent with her sherpa, also 
dead, on the slopes of the world's 
seventh highest peak, Moult 
Dhaulagiri I in Nepal. 

Corsican couple quizzed 
Prominent Corsican businessman 
Michel Valentin) and his wife Eridan 
have been arrested or auspSCfon of 
bank fraud, embezzlement and 
misappropriation of public funds. 

Beghig wonfed over THiet 
Beijing fears that heightened 
tensions with India could lead to 
pressure on China to start an inter- 
national dialogue on Its rule in 
Tibet, diplomats say. Page 4' 

Korean general strifes 
The Korean Confederation of Trade 
Unions, which represents workers 
in export industries, is to stage a 
general strike on May 27 to protest 
against unemployment Page 4 

EU plan for free flow of goods 

EU countries could be obliged to 
take action to ensure goods can 
still move freely during industrial 
blockades of frontiers, under plans 
to be discussed today. Page 6 

Estrada picks bis cabinet 
Joseph Estrada, the populist 
vice-president poised to succeed 
Flctel Ramos as president of the 
Philippines next month, has started 
assembling his cabinet Page 4 

Lebed waits for pefl result 

Russian presidential hopeful Alex- 
ander Lebed may make a second 
bid for the Kremlin if Krasnoyarsk, 
a province in Siberia, elects him as 
governor in weekend potto. Page 6 

Troops mass ob disputed border 
Thousands of Eritrean troops were 
moving to an area where soldiers 
from neighbouring Ethiopia took up 
positions in a disputed border 
territory last week. 

Haider seeks a springboard 
Austrian far-right leader Jo«g 
Haider hinted he might seek the 
governorship In his power base of 
Carinthia as a springboard to 
national power. 
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Windows 98 

The FT test drives |1 

the latest version 

IT, Page 11 H 
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Monetary union 
Europe’s stock markets 
revitalised by the euro 
Barry Riley, Page 15 


Today’s surveys 

World Trade Systems, 
Slovenia 

Separate sections 


BUSIN ESS NEW S 

US and EU locked 
in talks on lifting 
sanctions threat 
from Cuban trade 

US and European officials were 
locked fat talks late yesterday In an 
effort to reach agreement on a 
transatlantic trade deal that could 
lift a US threat of sanctions against 
European companies that do busi- 
ness In Cuba, kan and Libya. The 
two sides hoped to reach a deal 
by the start of today's EU/US sum- 
mit in London. Page 5 

Imperial Chemical industries’ 
planned $750m sale of Tfcudde, Its 
titanium dioxide subsidiary, to 
DuPont has become embroiled in a 
US investigation into its impact on 
competition In Europe and Asia. 
The sale is part of a $3bn deal In 
which DuPont acquired Id's poly- 
ester business. Page 17 

Federal-Mogul, US engine parts 
group, could start making car 
brakes in a move that would 
reverse recent consolidation of the 
industry. The move comes as 
Dana, another US group, awaits 
approval of Its $3.5bn acquisition 
of Echfin, a car parts group with 
brake operations. Page 17 

Kvaemer, Anglo-Norwegian 
engineering and construct on 
group, blamed "unsatisfactory” 
performance by shipbuilding and 
oil and gas divisions for flat first- 
quarter profits despite a rise in 
sales of 31.5 percent Page 19 

Volvo, Swedish car group, is 
planning to cut its suppAer base to 
reduce purchasing costs and 
improve margins. It now obtains 
components from about 400 "tier 
one” suppliers and hopes to cut 
that to 100 by 2005. Page 17 

World Trade Organbafioa opens a 
I ministerial meeting in Geneva 
today which marks the 50th anni- 
versary of the multilateral trade 
system. Page 7 

Forts, Belgo-Outch financial 
services group, today wffi 
announce an agreed $11. 3bnaV- . 
share bkf for Belgium's GOnfrateT 
de Sanque to create one of 
Birbpo’s'top 10 banks. Page 17 

Decaux, the French group . 
competing with Clear Channel of 
the US to take over More Group, 
may have to dispose of some 
i assets in continental Europe if its 
bid for the UK bus shelter, biO- 
boards and transport advertising 
company succeeds; Page 18 

Asda and Kingfisher's two weeks 
of talks that could have led to a 
£13bn merger of the UK retailers 
have collapsed. Sources close to 
Kingfisher say the talks were on 
the possibility of merger; Asda 
contends they looked at ways of 
working together to overlapping 
trading areas. Page 18 

Singapore Akflues reported a 03 
per cent increase in group profit to 
S$1.04bn (US$634m) for the year 
ended March 31, but the results 
included the period before the eco- 
nomic crisis took hold. Page 21 

Broup Bfe poScfes managed by 
Japan's 43 life assurance compa- 
nies fed 25 per cent in the 11 
months to February, the fall caused 
largely by corporate c Bants cancel- 
Hng contracts. Page 21 

Saga Petroleum, Norway's largest 
Independent oil producer, unveiled 
a cost-cutting programme and 
management overhaul foflowing a 
strategic review by new chief exec- 
utive Dlderik Schnffler. Page 20 

Wotti E4 Martel 


Microsoft set 
for court after 
compromise 
talks collapse 

Software giant likely to face charges of 
abusing market power to crush competition 
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By Lorise Kehoe b San Ffandsco 
and Hcfaard Wolfe la Washington 

The US government is today 
expected to lannrit g landmar k 
legal battle against Microsoft, the 
world's largest software 
company, after compromise fraiira 
collapsed at the weekend. 

In the biggest antitrust case for 
15 years, the US justice depart- 
ment and 2D state attorneys- 
general plan to charge the soft- 
ware company with abusing its 
market, power in order to crash 
its competition. 

The lawsuits will allege that 
Microsoft has illegally sought to 
extend its monopoly in operating 
software to dominate other 
markets. Windows, Microsoft's 
flagship product, is the operating 
software installed on mare than 
90 per cent of the world's 
personal computers. 

The government and state 
cases have been drawn up sepa- 
rately but focus on similar issues 
- in particular, Microsoft's bitter 
competition over internet soft- 
ware with Netscape Communica- 
tions, the pioneer of easy-to-use 
internet browsers. 

As the talks ended in recrimi- 
nations on both sides, Microsoft 
said it would press ahead today 
with the first deliveries of Win- 
dows 98, its latest version of the 
software, to personal computer 
makers. 

The government could still 
delay the shipping of Windows 96 
witfirany. last-minute legal man- 
oeuvres, but the company said it 
did not anticipate such .action. 
Retail sales are planned to begin 
on June 25. 

Windows 96 was at the centre 
of the weekend’s failed talks 
between Microsoft, the federal 
government and state attorneys. 
In particular, government law- 
yers argued that the design of the 
new product will stifle competi- 
tion in internet software by pack- 


Pearson and 
Hicks Muse to buy 
Simon & Schuster 


By Wfflam Lento to Haw York 

Pearson, the media company that 
owns the Financial Times, and a 
leading US leveraged buy out 
firm yesterday won the auction 
for Simon & Schuster, the US 
publisher being sold by its parent 
group Viacom. 

According to people close to 
the negotiations, Pearson, 
together with Hicks, Muse, Tate 
& Furst won the auction for 
Simon & Schuster by agreeing to 
pay a total of M.6bn. Under the 
I terms of the link with Hicks 
Muse, Pearson will pay about 
$3.6bn and the buy-out fund 
about $lbtL 

Pearson is to retain the educa- 
tional publishing operations of 
Simon & Schuster, putting them 
together with its Addlson-Wesley 
Longman publishing division, 
and seD an its re fe rence and busi- 
ness and professional arms to 
fflcks Muse. 

Both Pearson and racks Muse 
declined to comment, yesterday 
afternoon in New York, although 
a formal announcement was 
expected later in the evening. 

The deal is the most significant 
strategic move by Pearson since 
Marjorie ScanHno became chief 
. executive last year. Ms Scardino 
has stated in the past tha t she is 
keen, to reinforce the company’s 
position in educational publish- 
ing, and the acquisition of Simon 
& Schuster will mean that 
Pearson controls the world's lead- 
ing educational publishing busi- 
ness. The proposed transaction 


win need regulatory clearance in 
the US. 

Pearson and Hicks Muse saw 
oft two other bids for the 
operations auctioned off by Mor- 
gan Stanley Dean Witter, the US 
investment bank, on behalf of 
Viacom. The other bidders were 
Kohl berg Kravis Robers, the 
buy-out fund led by Henry Kra- 
vis, and Knowledge Universe, a 
company controlled by Michael 
Milken, the former high-yield 
bond trader. Mr Milken is 
believed to have sought the back- 
ing of News Corporation, Rupert 
Murdoch's global media group. 

Pearson was advised by Gold- 
man Sachs because Lazard 
Freres, the investment bank it 
partly owns, had been advising 
another potential bidder. Green- 
hill & Co, the mergers and acqui- 
sitions advisory firm, advised 
racks Muse. 

Analysts said that the deal 
would be earnings enhancing for 
Pearson in the first year by a 
significant margin. They said 
that although Pearson might 
have been able to buy all five 
divisions of Simon & Schuster on 
sale itself, it would have had to 
sell the non-edncational 
operations within a reasonable 
time to restore an acceptable 
level of interest cover. 

For Viacom, the amount it has 
received for Simon & Schuster is 
at the top end of the range of 
analysts’ expectations. The sec- 
ond round of bidding closed last 
week and negotiations were com- 
pleted on Sunday m o rn in g. 
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aging and integrating Microsoft's 
browser with Windows. 

Antitrust officials at the justice 
department attempted to negoti- 
ate mure freedom for PC makers 
to change the appearance of the 
desktop display, which consum- 
ers see when they switch on. 

Microsoft said it walked away 
from the settlement negotiations 
when faced with "unreasonable 
demands". Bill Gates, chairm an 
and chief executive, said: "What 
the government is asking would 
significantly hamper us from 
competing through innovation 
and would put everything we 
have worked for and built in the 
past 23 years at risk.” 

Microsoft claimed federal and 
state regulators had "asserted 
that malting the Windows operat- 
ing system work well with the 
internet was somehow Alegar. 

The company said it balked at 
government demands that it 
effectively separate its internet 
browser program from Windows 
and install links to competitors' 
software in place of Microsoft . 
programs. 

It said it was being forced to 
include rival internet browsers 
with every copy of Windows, 
which was *Tflce telling Coca-Cola 
it must add three cans of Pepsi to 
every six-pack". 

Government sources denied 
they had demanded such condi- 
tions about rival software, and 
merely discussed the issue. They 
insisted the talks , collapsed when 
Microsoft withdrew concessions, 
it had earlier offered. 

Today's expected lawsuit, 
which the justice department 
hopes will ensure competition in 
tiie fast-growing market of inter 
net commerce, will be the biggest 
since the 1984 breakup of AT&T, 
the ta fefPforcrtiu iiCfl rinng giant 

Windows 98, Rage 11 
Anflfrast battle, Page 2 
Lex, Page 16 



831 Clinton and Tony Blair preparing to fly to the UK prime minister's country residence yesterday Kclue: Reuters 

Clinton still optimistic about 
heading off Pakistan tests 


By Gerard Baker and David Buchan 
in K nufog ha m and Farftan BoWtari 
ra Islamabad 

President Bill Clinton said 
yesterday he still hoped Pakistan 
would not conduct a nuclear test, 
in spite of growing signs it was 
preparing to do so. 

Speaking at the close of the 
Group of Bight summit in Bir- 
mingham, Mr Clinton said he 
understood .the pressure the Paki- 
stani government was under 'to 
respond to India’s tests last week. 

But he held out the prospect of 
US support for Pakistan if It 
resisted the temptation to follow 
smL 

"I still have high hopes that 
the prime minister and Pakistani 
government will not go through 
with a nuclear test," he said. 
"The rest of us who would sup- 
port that can work with them in 
a way that meets their security 
interests without the test.” 

Pakistan's foreign secretary. 
Shaxushad Ahmad, arrived in Bei- 
jing last night for rei fts intended 


to show India that Pakistan was 
in close consultation with its old- 
est and most trusted ally, C hina. 
at a moment of deepening crisis. 

Mr Ahmad said on Saturday 
that Pakistan would never 
renounce its nuclear option and 
would choose the appropriate 
moment to respond to India. 

Mr Clinton told reporters he 
believed some European coun- 
tries would eventually join the 
US, Japan and Canada in impos- 
ing sanctions on India. Yester- 
day's summit ended without any 
collective commitment by the GS 
to take action, as Prance, Russia 
and Germany opposed such a 
move. 

Strobe Talbott, deputy US sec- 
retary of state, who arrived in 
Birmingham after talks with 
members of the Pakistan govern- 
ment. said at a news conference 
yesterday that Islamabad had not 
presented the US with a wish list 
Washington is nonetheless con- 
sidering a range of rewards to 
keep Pakistan from carrying out 
tests. 


The US administration plans to 
ask Congress to repeal a law 
under which Pakistan has been 
denied reimbursement for F-16 
tighter planes it paid for in the 
1980s but delivery of which has 
been blocked for more than 10 
years. 

It has warned Pakistan mean- 
while that it will suffer aid and 
credit sanctions similar to those 
imposed on India last week if 
tests go ahead. 

Canada and Japan expressed 
dissatisfaction that the G8 did 
not go further, while France, Ger- 
many and Britain said they did 
not believe sanctions on India 
would influence Pakistan’s 
behaviour. 

Tony Blair, the UK prime min- 
ister hosting the summit, said 
India could only “mitigate” what 
it had done by signing the com- 
prehensive test ban treaty. 

Birmingham summit. Page 5 
Hypocrisy and the bomb, Page 14 
Observer, Page 15 
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JUSTICE DEPARTMENT LITIGATION WILL BE EXTREMELY COSTLY AND COULD DRAG ON FOR YEARS 


Net closes around Microsoft 


By Louise Kobee 
in San Francisco 


A protracted legal battle 
between Microsoft and US 
antitrust regulators now 
appears inevitable. Barring 
last-minute concessions on 
either side, law suits charg- 
ing the software industry 
leader with anti-competitive 
activities are expected today. 

The prospect of years of 
litigation is not a happy one 
for either party. Neither does 
ft hold out much hope for 
Microsoft’s straggling com- 
petitors such as Netscape 
Communications, which may 
have a prolonged wait to 
find out whether they will 
get any court-ordered relief 
from Microsoft's allegedly 
unfair tactics. 

Microsoft acknowledged 
over the weekend litigation 
would he “expensive and dis- 
tracting”. The company's 
greatest fear is that like 
International Business 
Machines in the 1970s, it 
may become so entangled in 
legal battles that it loses its 
competitive edge. The com- 
pany's every move may 
come under the scrutiny of 


the courts, reducing its abil- 
ity to move quickly to 
launch new products and 
technologies. 

For government regula- 
tors, the excitement sur- 
rounding the filing of land- 
mark legislation could 
quickly fade as the legal pro- 
cess proceeds. The Justice 
Department and its collabo- 
rators in several state gov- 
ernments will be taking on 
one of the richest and most 
powerful companies in the 
world. with limited 
resources of their own. . 

The case is unlikely to be 
resolved until long after the 
administ ration ends and it is 
not certain that the vigorous 
approach to antitrust regula- 
tion instituted by Joel Klein, 
the head of the Justice 
Department antitrust divi- 
sion, will be continued by 
his successors. 

Microsoft, therefore, can 
be expected to drag out the 
proceedings as long as possi- 
ble, at least until it finds out 
whether its next adversary 
at the Justice Department is 
as determined as Mr Klein to 
proceed with the case. 

Similarly, although there 


Is broad political support far 
the Justice Department's 
action against Microsoft, 
there may be less enthusi- 
asm for the quasi-regulatory 
solutions that a court vic- 
tory might produce. If Micro- 
soft is forced, for example, to 
confer with the government 


Microsoft may try 
to drag out the 
proceedings as 
long as possible 


over which new functions it 
can add to Windows in the 
future, this would be tanta- 
mount to regulation of the 
software industry leader. 

Regulation is wnqtTwma to 
Microsoft, but also to its 
industry rivals. 

£ven executives from Net- 
scape ti nrammiica ti H*™ and 
Sun Microsystems - Micro- 
soft's most outspoken critics 
- have frequently warned 
regulation would be the kiss 
of death tar US competitive- 
ness in the software market. 


For Netscape and other 
Microsoft rivals, news of the 
collapse of talks between 
Microsoft and government 
officials over the weekend 
snatched away hopes of a 
swift settlement that might 
have offered them a way 
quickly to regain some of 
their lost market share. 

Now these companies will 
hope the government will 
seek court orders prohibiting 

specific actions by Microsoft 
- perhaps in the areas of 
contracts with PC manufac- 
turers that allegedly exclude 
competition - pending the 
outcome of the case. 

For the vast majority of 
PC users, the litigation fee- 
ing Microsoft is unlikely to 
have any immediate effect 
Microsoft said an Saturday it 
was determined to move 
ahead with the launch of 
Windows 98, its next version 
of the widely used PC oper- 
ating system, on June 25 as 
planned. 

In the longer term, the 
antitrust case could mean 
dower progress in some of 
' the most exciting areas of 
computer technology. Micro- 
soft has already demon- 


strated prototypes of a 
future version of Windows 
that include speech recogni- 
tion. 

It Is also making advances 
in technology that would 
enable a computer to adapt 
automatically to the weak 
patterns Of individual users, 
to translate documents auto- 
matically and to respond. to 
g es t u res rather than key- 
board commands or mouse 
clicks. Microsoft says its 
ability to add these or other 
technologies to future com- 
puter operating systems is 
threatened by the govern- 
ment's demands that it not 
extend Windows to include 
new functions. 

Government officials 
argue their goal is to give 
consumers greater choice. 
This would mean much 
more than choosing betweai 
Microsoft’s and Netscape’s 
browser programs. Ulti- 
mately, users should be able 
to “personalise” their per- 
sonal computers with soft- 
ware of their choosing from 
a wide range of suppliers. 

The same, hot afferent Page 
11 


Argentina orders expulsion of 7 Iranians 


By Kbo Warn in Buenos Abe s 

Argentina's diplomatic 
relations with Iran are near 
b reaking point amid growing 
suspicions of Iranian 
involvement in the 1994 
bombing or a Buenos Aires 
Jewish cultural centre, in 


which 86 people died. 

Guido Di Telia, Argen- 
tina's foreign minister, ban 
ordered the expulsion of 
seven Iranians, including 
three diplomats, and said 
relations between the coun- 
tries would in future be con- 
ducted “at minimal level”. 


An Iranian citizen in Bue- 
nos Aires was arrested for 
questioning in connection 
with the case last week. 

Last week Tehran, stung 
by Argentine criticisms of Its 
“lack of cooperation” with 

the investigation, ordered 
the expulsion of Argen tina's 


commercial attache from 
Tehran and threatened trade 
sanctions against Buenos 
Aires. - 

Iran has always denied 
involvement in the blast at 
the cultiiral centre, known 
as the Amia. and in the 1992 
bombing of Israel's embassy 
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opponent of IfM proposals 


Tobacco industry battles 
to slay US ‘monster’ bill 


Mark Suzman on why tobacco companies fear a $516bn~plu$ 
bill, without legal protections, may pass in the Senate " 


A s the US Senate begins 
debate over the pro- 
posed muM-biillon-dol- 
lar tobacco settlement later 
today, the tobacco industry 
is likely to feel more fhan a 


mice fearsome political clout 
all but evaporated following 
revelations it marketed to 
under-age smokers, it 
remains unclear if the Indus-' 
try has enough political sup- 


in Buenos Aires, In which 29 
people died. 

Argentina's mainly agri- 
cultural exports to Iran, 
which totalled almost fMQtt 
last year, are threatened by 
the dispute. Iran’s exports, to 
Ar gentina .are .almpst negli- 
gible. 


sneaking sympathy with Dr port to head off growing san- 


Frankensteta. 

- When tobacco companies 
first unveiled the $36&5bn 
deal last June, they basked 
in praise from the govern- 
ment and Wall Street for 
carving out an improbable 
agreement that would h*>Tp 
public health, while resolv- 
ing the endemic legal uncer- 
tainties that had corroded 
their share prices. 

Now, with stocks once 
again languishing, the White 
House again critical and 
public health groups launch- 
ing daily diatribes against it, 

the industry will be doing all 
it can to use the debate to 
try to kill the . monster the 
deal has become. 

The reason for the dra- 
matic change in attitude is 


thnent in favour of the 
controvmial bill 
The new bill requires a 
HJlO increase in the juice of 
cigarettes that backers say 


ft remains unclear* 
if the industry 
has enough . 
political support 
to head off the bill 


would raise the total cost of 
industry payouts to at least 
95161m ova- a period of 25 
years. 

In addition, instead of giv- 


tbat while the measure Con- ing the tobacco companies 
gress is considering bears broad immunity from fixture 


many similarities to the 
June agreement, it contains 
none of the legal protections 
the industry was seeking 


class, action lawsuits it also 
proposes merely an annual 
cap In legal payouts of 
$&5bn as well as additional 


and imposes much tougher penalties of up to f&5bn a 
financial penalties than orig- year if the companies miss 


inally envisaged. 

Charging that such moves 
are hot only unwarranted 
bdP'tfft&ia farce them into 
bankruptcy, the companies 


targets on cutting youth 
smoking. 

Under pressure from the 
White House, bath liiose lim- 
its are likely to be raised fur- 


are mounting a massive pub- -ther when the bin reaches 
lie relations and Aq^ying 8tbe. floor as a concession to 
operation to'&waif^em. iS’Bsecure formal support from 
But with' big tobacco President Bxll Clinton. 


But desidte warnings from 
the companies - and some 
private sector analysts -■ 
that the real costs .of the 
measure would be closer to 
$850bn and lead to wide- 
spread bankruptcies, moat 
senators have, so for shown 
little sympathy for the 
industry's complaints. 

- Last week, the - Senate 
finance committee - which 
was expected to take a mace 
tobacco friendly stance than 
the Commerce committee 
which devised the bill - nar- 
rowly approved a change' 
that would actually require 
the price of cigarettes to rise 
by $1.50 over three, years, 
adding billions more to the 
total payout 

The new plan has aroused 
the opposition of some tobac- 
co-state senators, but will 
now be offered as another 
floor amendment 

With all the momentum 
seemingly on the anti-to- 
bacco side, even such out- 
spoken opponents of the pro- 
posals as Don Nickles, the 
Senate majority whip, now 
complain, that the chances of 
the bill passing are “too 
high". 

But if he proves right and 
the measure does get 
through, the tobacco indus- 
try will have one more 
chance to slay its misbehav- 
ing monster: , the proposals 
still need to be considered by 
the House of Representa- 
tives, which has so far been 
much less enthusiastic about 
the settlement 


Clinton agrees to back 
China poll funds probe 


By Stephen FkUar . - . 
taWasMagton 1 

President Bill Clinton said 
Testerday.be would support 
an Investigation, into allega- 
tions that Chinese donations 
to life 1996 election campaign 
bad swayed important US 
fiffeign policy derisions. 

Foreign policy was made 
in. what the administration 
believed were the “interests 
of the American people”, he 
said in Bfaxningham at the 
G8 Summit. “If someone 
tried to influence them, 
that’s a different issue, and 
there ought to be an invests 
gation . into whether, that' 
happened and I would sup- 
port that.” 

The New York Times said 
on Friday .that Justice 
Department investigators 
were pursuing information 


suggesting that a Chinese 
state-owned aerospace com- 
pany had managed to chan- 
nel $300,000 of illegal cam- 
paign finance into the 
Democratic party 
Coffers in 1996. 

Yesterday, it reported that 
in March 1996 Mr Clinton's 
ad mini stration overt u rned a 
- decision made five' months 
earlier that had in effect pre- 
vented US satellites being 
launched on Chinese rock- 
ets. The decision to take sat- 
ellites off a “munitions list" 
.of militarily sensitive 
exports was made by the 
Commerce Department - 
whose then head, the late' 
Ron Brown, was a principal 
Democratic party fund-rais- 
ing strategist - alter a power 
struggle with the State’ 
..Department. 

There was strong lobbying 


from US companies to take 
this decision, and Justice is 
also investigating whether a 
$660,000 donation from Bern- 
ard Schwartz, chief execu- 
tive officer of Loral Corpora- 
tion, which had a satellite 
carried in a 1996 Chinese 
launch that felled, had influ- 
enced policy. 

The suggestion a,US “tat" 
towards China waft; influ- 
enced by campaign finance 
considerations would be 
damaging enough for Mr 
Clinton, but it has come at a 
particularly sensitive time. 
Last week India detonated 
five underground nuclear 
tests, a move. r security 
expats fear could set off an 
arms race in the region. One 
reason cited by India for the 
tests has been fear of China, 
which.-.-.it'- has seen, as 
favoured by US policy. 
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INDONESIAN CRISIS 



Jakarta riots leave the economy paralysed 



titles 


Anxious times lie ahead for Indonesia's crippled business sector and 
its foreign partners. John Ridding and Sander Thoenes report 


Burned-oat shops, paralysed 
financial markets, and an 
exodus of investors; Indon- 
esia is staring Into the eco- 
nomic abyss, “it doesn't 
really have an economy at 
the moment," said one diplo- 
mat in Jakarta. "Business is 
in a state of shock.” 

The shock waves are 
potent. Dislocation and 
decline resulting from last 
week's riots may fuel further 
civil unrest and increase 
pressure on President Suhar- 
to’s regime. They have 
raised the risks for foreign 
banks exposed to Indonesia, 
sent shudders through 
regional markets and 
thrown into doubt the (43bn 
IMF rescue package. 

Diplomats and bankers 
said the US and foreign gov- 
ernments wanted to keep the 
IMF package in place - to be 
used as a carrot to encour- 
age political reform. 

Indonesia’s government, 
too, said the agreement con- 
tinued. Ginandjar Kartasas- 


for economy, finance and 
industry, claimed last Fri- 
day's decision to reduce the 
fuel price rises that sparked 
the riots had been discussed 
with the Fund. 


by the recent chaos. 

Standard' & Poor's, the US 
credit rating agency, down- 
graded Indonesia's foreign 
currency rating in the wake 
of the rioting. The deepening 


But the concessions on political crisis, said S&p, 
fuel prices, an important was eroding its ability to ser- 


plank of -the latest IMF 
agreement,, will further 
erode confidence in Mr 
Suharto's willingness a n ri 
ability to implement 
reforms. “Every time they 
adjust, their credibility 
declines," said Umar Juoro, 
an economist with an 

Islamic think tank 

He thought the IMF pack- 
age bad became something 
of a sidesh o w to Indonesia's 
political .drama, a view sop- 


vice public sector debt 
Although sovereign off- 
shore debts due this year are 
believed to be less than 
$l0bn, the central bank also 
guaranteed private bank 
debt, including $Sbn in' 
loans, more than $7bn in 
short-term trade financing 
and some $2bn in money 
market ipruffng by foreign 


With interest rates stand- 
ing at about 50 per .cent. 


ported by the withdrawal of Indonesia will face problems 


the Jakarta IMF tmm 
A more pressing problem 
is that the country’s eco- 
nomic crisis has escalated 
far beyond the difficulties 
the IMF sought to address. 
The pressures facing compa- 
nies and financial markets 


mita, coordinating minister have only been compounded 


servicing its central bank 
bonds, said Theo Toemean, a 
currency trader and former 
central bank staffer. He esti- 
mated the central bank had 
borrowed some Rp27,000bn 
(approximately $2.45tm). 
which would imply some 
Rp 1,300b n in interest due 
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each month. “The central 
bank wfli no longer be the 
lender of last resort - it will 
be the borrower of last 
resort” 

Although the central bank 
said clearing operations 
would be resumed today, the 
hiatus in the financial sys- 
tem threatens further corpo- 
rate casualties. Should cur- 
rency trade be resumed, 
warned one economist, there 


would be “a dive for the dol- 
lar". Further falls in the 
rupiah, which has lost 70 per 
cent of its value since the 
onset of the crisis last year, 
would fuel inflation and add 
to the 50 per cent fall in real 


Many are preoccupied 
with the damage to Indones- 
ia's distribution sector. 
“That is my biggest con- 
cern,” said one senior 
banker. 

The ethnic Chinese com- 
munity, which was targeted 
in the riots, has provided the 
backbone of Indonesia's 
retailing and distribution 
sectors. But many ethnic 
Chinese have now left for 
safer shores. Disruption of 
their trading businesses 
threatened supplies of food 
and healthcare. Exports will 
be crippled by lack of trans- 
port and trade finance. 

Not all are so gloomy. 
Some bankers and econo- 
mists saw potential for a 
swift return in confidence if 
the political crisis was 
resolved, while others made 
a distinction between the 
urban and rural economies. 


Large swathes of the rural 
economy have been unaf- 
fected by the upheaval. 
Many commodities and pri- 
mary export industries are 
unscathed. 

Paralysis rather than col- 
lapse was the verdict of 
some commentators. As one 
banker put it; “The eco- 
nomic crisis will itself add to 
pressures for political 
reforms which are now nec- 
essary to restore investor 
confidence.” But with a com- 
plex and potentially violent 
political endgame in pros- 
pect. anxious times lie ahead 
for Indonesia's crippled busi- 
ness sector and its foreign 
partners. 

As corporate cashflows 
shrink and foreign exchange 
risks rise, foreign banks are 
looking ever more nervously 
at their exposure to Indon- 
esia. The next round of talks 
with creditor banks is due In 
Frankfurt on May 26. But 
that, like everything else in 
Indonesia’s crippled econ- 
omy. now seems on hold. 

The downside is clear. 
"There is still a lot of debt 
not provisioned for.” said 


Charles Blitzer, head of 
emerging markets research 
at Donaldson, Lufkin & Jen- 
retie. Bank of Tokyo Mitsu- 
bishi, C ha se Manhattan, and 
HSBC Group are among the 
most exposed. 

Mr Blitzer sees a passible 
knock-on effect in bask lend- 
ing to other <»ffwrging mar- 
kets and a souring of senti- 
ment elsewhere. This was 
demonstrated last week 
when Russian bond yields 
widened and the rouble 
came under pressure. 

Closer to Indonesia, con- 
cerns are more acute. Thai- 
land and Korea, the other 
regional IMF patients, have 
new political leaders to push 
through economic reform. 
But they still face the real 
economic pain of adjust- 
ment Singapore and Malay- 
sia are shuddering under the 
threat of mass emigration 
pr y) ethnic tensions. 

"Everyone is watching 
Indonesia,” said a banker in 
Singapore. He described the 
country as a “ghost econ- 
omy”. And as with other 
ghost stories, most are 
scared by what they see. 


‘They were supposed to protect the people . . 


By Sander Thoenes m Jakarta 

Shocked by the images of 
soldiers standing idle while 
looters rampaged through 
their capital. Indonesians 
said they had lost faith in 
the one institution they 
looked upon to salvage their 
nation. “The military has 
lost all legitimacy with the 
people,” said Umar Juoro, an 
economist with an opposi- 
tion tbinfc tank, “They are 
supposed to protect the 
people but they didn’t.” 

Disillusionment with the 
military, the 500,000 men and 
women who pride them- 
selves on having chased out 
the Dutch colonial army in 
1949 and have dominated 
politics ever since, could 
leave more room for civilian 
groups to oppose the current 
government But as they are 
also weak and divided, the 
military’s fall from grace 
may only aid President 
Suharto's efforts to buy 
time, analysts and activists 
said. 


Some regiments of the 
Strategic Reserves, the elite 
troops, stayed in their bar- 
racks in southern Jakarta as 
a nearby shopping centre 
was set alight. Marines 
crouched on the pavement 

smnkfag cigarettes «« yn nlbft 
looted shops on Gadja 
Madah street “Toss stones 
an you want, just don't toss 
thwm at me,” yelled at 
the passing mob. 

“Where was the army?" 
agfcpri Hakim Hatta, a stu- 
dent leader. “They only pro- 
tect the rich, those who pay 
for protection." 

The military's failure to 
keep order raises concern for 
more widespread unrest 
when students commemo- 
rate the founding of Indones- 
ia’s first nationalist move- 
ment on Wednesday with trig 
nationwide protest s. 

General Wiranto, chief 
commander of the armed 
forces, last week said his 
army, relatively small in 
comparison with a popula- 
tion of 2(Xfcxi, “is not ready to 


face crisis points with all 
crowds an over the country”. 

The other shock, espe- 
cially to Indonesia's elite 
and foreign governments 
which had looked upon him 
as an acceptable alternative 
to Mr Suharto, was tire fail- 
ure of Mr Wiranto hims elf to 
take any political irwttat n m 
in t he pa st few days.' “Were 
was W?” said a friend of his 
in an grrigh 

In just a few public state- 
ments, Mr Wiranto alienated 
students by blaming them 
far sparking the violence. He 
also failed to the 

shooting of six students and 
expose its perpetrators, who 
are believed to be eith® his 
rivals in the top brass or Mr 
Suharto himself. 

“Perhaps he realised he 
was not in control of his 
army, that he stood alone.” 
said Ixk friend, a prominent 
bumness executive. “Every- 
body, is so disappointed in 
Wiranto. And now there is 
nobody left to take Suharto'B 
place.” 


-rrr t — — 



Amw tanka patrol Jakarta streets as shops began opening their doors yesterday. inset: General 
Wira nto , chief com ma nder of the armed forces; failed to take any political M Ba tive A P 


Many Tnrinnggfaos think 
General Prabowo Sabi ante, 
Mr Suharto’s sondn-law and 
co mmand er of the Strategic 
Reserves, was out to make 
Mr Wiranto lode ineffective 
and had a hand in the shoot- 


ing of the students and the 
gnmring riots. They have no 
proof, but they might see 
their pilot theory confirmed 
if Mr Suharto were to revive 
KopKamTib, a powerful 
agency that used to operate 


outside the regular armed 
forces, and appoint Mr Pra- 
bowo to it, as many predict 
Others think Mr Suharto 
weakened the army's top 
brass to preempt any threat 
to his authority. “That is 


Suharto policy,” Mr Juoro 
said. “He does not want any- 
one strong in the chain of 
command.” 

Mr Hatta, the student 
leads*, said the loss of faith 
in the military was long 
overdue and left more room 
for grassroots opposition 
groups such as his. But he 
acknowledged the opposition 
was too divided to pose 
much of a threat to Mr 
Suharto. “The military is 
waiting for the people to say: 
‘We need the military’,” he 
said, convinced that senior 
generals orchestrated the 
riots to undermine public 
support for the student pro- 
tests and crackdown. “If this 
happens, the student move- 
ment. the whole reform 
movement Is in danger.” 

“There is stiff hope for put- 
ting Suharto in a comer," 
Mr Juoro said. “TO persuade 
him to t ransfe r power peace- 
fully. If he doesn’t we risk 
the Africanisation of the 
country, where each group 
does what’s best Am* itself.” 


Foreign 
companies 
put their 
operations 
on hold 


By John Ridding 
and Sander thoenes 

Indonesia's riots have given 
a new meaning to the term 
business travel. Multination- 
als have evacuated staff, 
families and many local 
employees in response to the 
country's civil unrest 

The exodus underlines the 
fall in investor confidence. 
“You have widespread 
absentee management” said 
one h anker , who left Jakarta 
lor Singapore. “It will have a 
crippling effect." 

While ethnic Chinese busi- 
nesses bore the brant of the 
rioting, some foreign compa- 
nies were also directly 
affected. The Multi Bin tang 
brewery, controlled by Hein- 
eken of the Netherlands, was 
plundered last week. 

Wary of similar incidents, 
many multinationals have 
withdrawn staff and 
suspended operations. Erics- 
son, the Swedish telecoms 
company. Federal Express of 
the US and Taiwan's Presi- 
dent Foods are among the 
latest companies to close 
their Indonesian offices. 

Japanese companies have 
also taken precautions. The 
big Japanese carmakers 
have suspended production 
at several plants. 

Many foreign financial 
institutions, including Deut- 
sche Bank. Credit Suisse 
First Boston and the Rank of 
Tokyo Mitsubishi, have with- 
drawn staff or suspended 
operations. So have several 
big oil groups, such as Total 
of France and Mobil of the 
US. 

SKF, the Swedish roller 
bearings manufacturer, 
warned it would lose up to 
SKrsoo.ooo ($65,000) a day 
because of the closure of its 
Jakarta plant and sales 
office. 

But it is not a picture of 
unif orm gloom. Indonesia’s 
main mining areas for cop- 
per, tin and nickel are far 
from Jakarta and have not 
been affected by the strife, 
company officials said. 
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VIVENDI. COMMITTED TO MEETING YOUR LIFE'S EVER-CHANGING NEEDS. 

Vivendi is the new name for Compagnie Generale des Eaux. its role has grown from simply providing people with purer water, to providing energy, transport systems, 
waste management construrtion and property, communicaijons and telecommunications. In other words, simply to improve your everyday life, today and tomorrow. 
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ASIA-PACIFIC 


Tests ‘confirm India as N-power’ 





By Amy Louise Kazmin 
hNwIMk' 

India’s top nuclear scientists 
said yesterday that last 
week’s nuclear tests con- 
finned the country’s nuclear 
weapons capability, and 
would be followed by devel- 
opment of a more advanced 
Intermediate range ballistic 

Tninri|B 

Ai*J. Abdnl Kalam. chief 
of India's Defence Research 
and Development Organisa- 
tion, said his agency had 
worked with the country’s 
Department of Atomic 
Energy in "a national mis- 
sion to confer on the country 
a capability to vacate 
nuclear threats". 

In what was dabbed the 
Sftatoi (Power) ’S8 campaign, 
the five tests provided 
Indian scientists with “criti- 
cal data” to “validate'' the 
design of nuclear weapons 
for different purposes, and 
various delivery systems, R. 
Chidambaram, chairm a n of 
the Atomic Energy Commis- 
sion, said. 

Since India conducted the 
nuclear tests last week, 
some foreign scientists have 
questioned its claim that it 
exploded a thermonuclear 
device, normally a hydrogen 
bomb. Yesterday Mr Kalam 
and Mr Chidambaram 
released tpr-hni«>i jam and 
pictures of the explosions for 


the first time. 

Brahma Chellaney, a stra- 
tegic affairs analyst at the 
New Delhi-baaed Centre .for 
Policy Research, an Indepen- 
dent think tank, said the 
tests clearly Indicated India 
was past file “development 
phase* of nuclear weapons 
design.. and that it "has a 
tiny nuclear arsenal already 
.there". 

“They obviously had 
copies of what they have 
tested - these are not the 
only ones," Mr Chellaney 
said. “India is now a nuclear 
weapon? state." 

The scientists said India’s 
Hindu nationalist-led gov- 
ernment gave the go-ahead 
for the nuclear tests last 
month, immediately after its 
rival and neighbour Pakis- 
tan tested its GhaurL missile, 
which has a range of 
1,500 km - teaching well into . 
Indian territory. In the ini- 
tial round of tests, the scien- 
tists said, India simulta- 
neously exploded a fission 
device with a yield of 12 kilo- 
tonnes, a thermonuclear 
device with an explosive 
yield of 43 kilo-tonnes, and a 
sub-kilotonne device. Two 
days later, India tested two 
smaller devices, prototypes 
for nuclear artillery and 
other “battle-field nukes". 

Nh: Chidambaram said the' 
tests had “significantly 
enhanced" India’s ability to 
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Abdul Kafem, chW of Defence Research and Development Oipmbation: agaoey bad ‘worked wah 
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carry out computer simu- 
lated tests of new nuclear 
weapon designs and “sub- 
critical experiments in the 
fixture, if considered neces- 
sary". 

The Bharatiya Janata par- 
ty-led government has also 
approved resumption of 
efforts to Improve on its 
intermediate range missile 


named Agni — “fire" in 
fftnrii So far , India has ccm- 
ducted three tests of Agni, 
an indigenous irrestf te which 
has a range of 2^00 km. 
“Agni 1 as been developed," 
Mr Kalam said. “If needed, it 
can be made in numbers." 

However, most Indian 
defence analysts believe a 
more reliable missile, with a 


longer range. Is stHl neces- 
sary for effective deterrence 
of India's powerful nuclear 
neighbour. China. 

Mr Kalam said the govern- 
ment had given approval to 
proceed with the next ver- 
sion ctf the missile. 

nypocnsf max DOtRB, rofjc 
14; Observer, Page 15, 


China is concerned that 
heightened, tensions with 
India could ultimately lead 
to increased pressure cm it to 
start an international dia- 
logue on the question of its 
rule in Tibet, officials and 
foreign diplomats said. 

Senior foreign diplomats 
in Bering said that Ghiha’s 
key strategy was to resist 
any notion that a dtefogue 
on Tibet and other sources 
of tension between Beijing 
and New Delhi might be one 
way to defuse the new finest 
to regional security posed 
India's recent nudear tests. 
India regards Tibet -as an 
autonomous region In Ghtna 
and does not officially recog- 
nse the Dalai Lama’s gov- 
ernment in exile, despite 
providing sanctuary bu tt 

The rationale for seeking 
to reduce tensions through a 
Sino-Indian dialogue was 
made clear after George Fer- 
nandes, the Indian, defence 
minister, identified cm™ as 
his country’s greatest secu- 
rity threat shortly before 
New Delhi exploded five 
nuclear derides last week. 

"China .wants to keep the 
issue of India's tests in a 
broad international frame- 



work but confine It hi terms 
. of content to the problem of 
[ncudearf-]xra2iferati0Q.~ said 
one diplomat . **H does not 
want to gat sucked - lato- 
negotiattona bn r Tib«t .or 
other boundaries in the 
. Hhnakv&i regittL* . 

' Ye . fchengjia, senior 
researcher on Asian i ssues 

In ~ihe China institute of 
^taxational Studies at the 
foreign ministry, said ton- 
sion. between India a ltd 
■ Pakistan, one of..Cfc&a> 
s t aunchest aUtee. was not 'a 
matter for Beijing, 

.: “As for; the problems 
. between India and Pafasten. 
they have to sort out .their 
problems on their, own.. 
There is little here that 
China can help with," Mr Ye 
said.; ■ 

China’s official stance 
toward India’s tests has been 
- in condemn them but not to 
take actions, such as endors- 
ing sanctions, which could 
antagonise New Delhi. It has 
also called for international 
pressure to stop New Delhi 
turning its nuclear capacity 
into actual weapons. 

Diplomats said Beijing, 
which is Asia’s only declared 
nuclear power, realised that 
if India was to start develop- 
ing weapons, international 
pressure on the two coun- 
tries 'to seek resolutions to 
their disputes could inten- 
sify. . 

A foreign ministry state- 


with Chins. But Betting has 
r shown Bttfo inclination to 
discuss resolving .bilateral 
-disputes and has turned 
down an informal Bussfea 
overture to mediate 
Betting last, month also 
brushed aside US sugges- 
tions for resumption of talks ; 
with the Dalai Lama, the 
Tibetan spiritual loader Who 
lives in exile in India. Ate. 
aign ■ministry spokesman 
said the Dalai Luna, white 
professing a desire for an 
"autonomous? Tibet, was 
actually bent on seeking 
independence for fi» Hhna- 
layan region, which has 
been under Chinese rule 
since 1930. •: - •- 

, Commentators, said the 
issue Of Tibet was especially 
sensitive for a Betting gov- 
ernment which has set terri- 
torial goals, such as rwhdfl- 
cation . with Taiwan, as 
paramount, There Is also a 
sense that - the "presence of 
the Dalai Lama, now 63, win 
be transient and' that Ms 
reincarnation - who by tra- 
dition b a small boy - win 
lack hb international stat- 
ure. 

• China condemned at the 
weekend a resolution by the 
European parliament to call 
for a United Nations com- 
mission of inquiry into Tibet 
and appoint a. special UN 
rapporteur for the Himala- 
yan region. Zhu Bangzao. 
foreign ministry spokesman. 
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UNTIL OTHER 
DELIVERY COMPANIES 
HAVE A TRACKING SYSTEM 

AS SOPHISTICATED AS OURS, 

YOIPU JUST HAVE 
fOTRUSTTHEM. 


meat ftom New Delhi at file said Tibet was an internal 
weekend said India was open affair or China and foreign 
to a dialogue on nuclear dis- countries had no business 
armament and relations interfering. 

Estrada 
starts to 

Korean 

general 

assemble 
bis likely 

strike 
set for 

cabinet 

By Jeslta Marazzi ia MaoRa 

May 27 

By Jota Barton to Seoul * 

A week after national 
elections in the Philippines, 
Joseph Estrada, the populist 
vice-president poised to suc- 
ceed Fidel Ramos as presi- 
dent next month, has started 
assembling his likely cabi- 
net 

The dissident Korean 
Confederation of Trade 
Unions, which represents 
workers in main export 
industries, is to stage a gen- 
eral strike on May 27 to pro- 
test against growing unem- 
ployment 


Once an important package leaves your 
hands, about all you c&n do is keep your 
fingers crossed. Unles^of course you've 
made the exceedingly zqjse decision of sending 
your package UPS. * 

You see, only UPS offers you the security 
of Total Track 9 , a highly-sophisticated 
computerised packageltrackmg system that 
monitors the progress tifyowr package from 
its point of origin all tfie way to its 
destination. Here's hc%o it works. Your UPS 

driver now carries a 
hand-held 
computer to 
| electronically 
record critical 
information 
about the status of 
\ • your package. Throughout 

the day the injbrmairpn is automatically downloaded 





from his vehicle to the UPS niaitiframe 
Using UPS Online™ Tracking software 
(or the Internet), you can access that 
information on your PC within minutes. 
You can determine the whereabouts of . ; 
your package at any point along the 
delivery route or confirm delivery 
including the exact time and the name of 
the person who signed for it This unique 
technology is so advanced, it even allows 
you to view the actual signature of the 

recipient Sojvhy 

* • 

hand your next 
important package to * 
just any delivery 
company and hope it 
gets where it's going? 

When you can trust 
it to the one that 

knows where it is every step, of the way. UPS. 






Consider it done. 
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according to the latest 
returns, though a final deche 
ration js still long off But 
investors and political com- 
mentators are already scru- 
tinising Mr Estrada as he 
starts to assemble his minis- 
terial team. Mr Estrada is 
expected to be a much more 
hands-off leads* than Ids 
predecessor but the market 
is hoping his 

will simply carry on where 
Mr Ramos left off. - 
“Whether Mr Estrada can 
continue the liberalisation 
and free-market orientation 
end at the same time deliver 
mere benefits to the masses, 
is a very interesting, ques- 
tion,” said Ernest Leung, 
president of Philippine 
Depositors’ Insurance Corpo- 
ration. 

Business as usual wCQ be 
fixe theme if Mr Estrada is 
inaugurated as president cm 
June 30. That impression b 
suggested by Gabriel Sing- 
son’s decision to stay an as 
central hank governor at 
least through the transition 
period, and the probable con- 
tinuation .of the respected 
Domingo Slazou as foreign 
secretary. 

The new finance secretary 
is expected to be Edgardb 
Espiritu, head of Westmont 
Bank, a medium-sized local 
bank.' He is a former presi- 
dent of state-owned Philip- 
pine National Bank (PNB) 
and led its partial privatisa- 
tion in the late 1980a. 

Mr Espiritu said an 
Estrada administration 
would continue with the 
Ramos reform process. 

“We think the issue of eco- 
nomic reform is already part 
of the law of the land and we 
will not change this because 
it is the only way to move 
forward.” He said further 
privatisations would follow. 
National :Power Corporation, 
the largest, heads tbs list, 
although its' privatisation 
has long been delayed in 
congress. Napocor absorbs 
over 40bn pesos ($lbn) in 
subsidies annually. 

Disposals of- the g o v ern -- 
merit’s stake in blue , chip 
groups such as, Manila Elec- 
tric Company <43 per cent). 
PNB (45 per cent) and ghilfp. 
pine Airlines (20 per cent) 
axe other priorities. 

’ The b anking sector, 
opened to foreign investors 
by the Ramos administra- 
tion, is in need of further 
strengthening. Capital ade- 
quacy ratios .for the big 
b ank s meet International 
standards Tbut consolidation 
is expected. ( 


The warning was issued 
during a. weekend rally in 
Seoul that passed peacefully 
as rah|g. cut the expected 
number of demonstrators. 
There had been tears of 
renewed labour violence 
after 20.000 warfare and stu- 
dents dashed with tear gas- 
firing riot police an May 

Day. 

The KCTU .said it would 
call the strike unless the 
government agreed to five 
demands, including an end 


to mass redundancies, job 
security guarantees, 
Improved social benefits, dis- 
mantling of industrial con- 
glomerates and renegotia- 
tion on bail-out tarns with 
the International Monetary 
Fund. Redundancies aimed 
at restructuring Korea's 
debt-heavy industries were a 
main condition al the IMF’s 
$88bn rescue . package in 
December. 

A strike by the KCTU, the 
smaller of the nation’s two 
labour groups, would pose a 
political problem foe the gov- 


ernment ahead of . local elec- 
tions on June 4, the fimt test 
at the polls for the new 
administration of Kim Dae- 
jung since taking office in 
late February. 

However, the KCTU 
appears to lack public sup- 
port for industrial action, 
with only a third of Koreans 
saying they would back 
strikes to protest at unem- 
ployment, according to a 
recent, opinion survey. 

'Die KCTU earlier agreed 
to. accept a law to end life- 
time employment guarantees 
in . return for better jobless 
benefits and management 
reforms among the family- 
owned conglomerates, or 
chaebol. But the union 
group claims the govern- 
ment has foiled to keep its 
promises as unemployment 
has doubled to 15m, or 65 
per cent of the workforce, 
since December mainly 
because of bankruptcies 
among small businesses. - ■ 
The jobless number is 
expected to reach at least 2m 
this summer- as .Industrial 
groups begin to cut their 
workforce in response to 
weak domestic d*wwA«rt_ The 
Samsung Economic 
Research Institute recently 
warned unemployment 
above 2m would probably 
provoke social unrest 
The larger and more con- 
servative Federation of Kor- 
ean Trade Unions has also 
called for limits on jab cuts 
and Instead proposed wage 
freezes, reduced working 
hours and job-sharing 
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crisis 


By Gerard Baker id Btariagham 

All alone, events In Asia had 
been expected to dominate 
this year's G8 summit of the 
world's leading industrial 
-nations and Russia. 

ft was the first time global 
leaders had met since last 
year's financial crisis in the 
region, and they were ready 
to react with sage warnings 
about the need for reform to 
the “10167118110081 financial 
architecture" - the complex 
structure of institutions and 
policies for supervising 
the world's financial mar- 
kets. 

Sure enough, the l ess o n s 
of the crisis took up the lon- 
gest part of the discussions, 
and the eight leaders duly 
published their c an-; for 
greater transparency, better 
international supervision 
and closer attention to the 
functioning of global capital 
markets. 

But their formal agenda 
was, of course, overwhelmed 
by two more immediate 
Asian crises - the India-Pa- 
kistan nuclear weapons race 
and the turmoil in Indon- 
esia. 

While the failure to agree 
on anything other than 
words with which to repri- 
mand India was seen by 
Americans as disappointing, 
much more si gnificant was 
the leaders' observations on 
Indonesia - an inconsequen- 
tial rail far an end to vio- 


lence and more political 
reform. 

Jh fact, the Indwieslaa'cri: 
sis and the GB’s response to 
it crystallise the uncertainty 
about what may happen 
next in Asia and about 'how 
to deal with it. The most 
obvious problem evident at 
the G8 meeting was the scale 
of the threat an Indonesian 
meltdown poses to the 
world. 

Perhaps the most striking 
picture of the summit was 
that of President Bill Cttnton 
and Ryutaro Hashimoto, the 
Japanese prime minister, 
walking into' the leaders* ses- 
sion at the redbrick mansion 
of Weston Park, arms draped 
around each other's shoul- 
ders. 

It was striking because. 
untQ a week ago, Mr ratntnn 
bad been expected to coma 

to Bi rmingham with 4 Stem 

message for Japan. In 
increasingly aggressive - 
terms in the last few weeks, 
the US has said Japan bolds * 
the key to resolving the 
Asian crisis. By stimulating 
its economy and sorting out 
the mess in its banking sys- 
tem, Tokyo could help 
remove much of the uncer- 
tainty haunting BnanMal 

markets. 

But fraxh nffirinlH and the 
participants themselves, the 
impression given this week- 
end was of extraordinarily 
amicable . discussions 
between the two meh. 


Though US official^ pointed 
out that Japan premised at 
the weekend's meetings to 
take “decisive" action on its 
financial problems, Mr rain. 
- ton was eager to emphasise 
his approval of what Mr 
.HaeMmota Is doing. 

The urgency Of the situa- 
tion in Indonesia was cited 
by officials as a critical fac- 
tor in the tofiing down of the 
two countries’ differences. 

Japan haw a wnwh closer 
relationship with Indonesia 
than any of the other leading 
ftrnnnmips. 

And US and. Japanese offi- 
cials are well aware that 
Indonesia represents poten- 
tially a serious downward 
twist in the Aslan spiral, 
with Japanese and European 
banks heavily exposed there. 

"That concern contributed 
an important element In the 
backdrop to all this as we 
discussed Asian financial 
turbulence," said Sadaakl 
Numaata, Mr Hashimoto’s 
official spokesman. “The last 
thing the world needs to see 
Is the US and Japan squabbl- 
ing while countries in Asia 
go up in Games, H was bow 
another observer put it 

But in the longer term the 
bigger threat posed by 
Indonesia to the world's 
leaders is that it signifi- 
cantly undermines their fun- 
damental approach to the 

ifridu 

The G8, prodded by the 
US. has emphasised the cen- 


tral role of the IMF. But as 
the world leaders were again 
endorsing the Fund's rote in 
the region, IMF officials 
were, literally, packing up 
shop in Jakarta. It seems 
certain that, rightly or 
wrongly, the IMF will have 
to shoulder some of the 
blame for the collapse in 
Indonesia. 

But the bigger problem 
Indonesia presents for the 
GS Is that it- paints up the 
difficulty, In tbe absence of 
democracy, of the IMF and 
Its international financial 
role. 

Since Indonesia first fell 
into financial problems last 
summer, the US has barely 
mentioned political reform 
in Indonesia, for fear of las- 
ing further leverage with the 
government of President 
Suharto. And US officials 
know that in the rest of 
Asia, the economic success 
of the last SO years has, in 
many countries, been accom- 
panied by an absence of seri- 
ous political reform. To «n 
far open government as a an 
Integral part of economic 
reform would alienate many 
countries, not least China, 
for whom there was warm 
praise yesterday far its role 
in the Asian finanriai crisis. | 

And yesterday's common!- | 
que contained no reference 
to. the need tor democratic j 
structures in Mw u w gin iir mar- 
kets, only a call for “good 
governance". 
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Leaders of the Group of 
Eight industrialised coun- 
tries yesterday announced 
an agreement hi principle to 
extend debt, relief for the 
world’s poorest countries, 
but stopped short of making 
an offer of far-reaching debt 
forgiveness. 

As 70,000 debt relief cam- 
paigners formed a human 
chain around the G8 summit , 
venue at Bi rmingham, Tony 
Blair, the UK prime minis- 
ter, acknowledged he bad 
tolled to persuade his G8 col- 
leagues to adopt a mare gen- 


erous approach. 

His “advanced position" 
was reined In, principally by 
the now familiar US opposi- 
tion. Instead of promising to 
. relax roles under which 
countries qualify for extra 
relief from their official 
debts under the. IMF-World 
Bank Heavily , Indeb ted 
Poorer Countries (HIPC) ini- 
tiative, the eight leaders 
offfered merely “to support 
-the. s p eed y and determined 
extendon of debt relief to 
mare countries". 

■ Six countries have already 
been declared eligible for 
HIPC relief; and two more 


will follow soon. But there 
was no promise to widen the 
scope to other countries or 
to accelerate the special 
lending programme. 

“We encourage all eligible 
countries to take the policy 
measures needed to embark 
on the process -as soon as 
possible so that all can be in 
the process by 2000," tbe 
leaders' statement said. 

“This is a huge d l sappoint- 
ment It seems to be shifting 
the. blame to the poorest 
countries through an empha- 
sis oh good behaviour and 
the need to meet tough HIPC 
requirements," said Angel 


Travis of the Jubilee 2000 
Coalition, which organised 

the Bi rmingham protests. 

Several G6 leaders argued 
that the principle that gov- 
ernments should establish 
firm track records in sound 
fiscal and monetary policy 
was critical like the US, 
Germany has been un enthu- 
siastic about extensions of 
debt relief German officials 
say . they had written off 
mare official debt to develop- 
ing countries than all but , 
France. j 

Tbe eight did agree to step | 
up co-operation on malaria ; 
and other diseases. i 
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Boris Yottain grants the US president in Birmingham yesterday. He told Mr CBrrton he was committed 
to stopptag missile tran sfers Reuters 

Clinton urges Yeltsin to 
halt Iran missile transfer 


By David Buchan, 
tHptomattc Editor 

President BUI Clinton yester- 
day pressed his Russian 
counterpart, Boris Yeltsin, 
to fulfil promises to curb the 
transfer of missile technol- 
ogy to Iran. 

US officials suggested that 
such curbs were part of the 
key to ending the dispute 
over US threats to apply 
sanctions to companies of 
other countries that do busi- 
ness with Tehran. 

In a 45-minute meeting 
with the Russian leader alter 
the G8 summit in Birming- 
ham, Great Britain, Mr din- 
ton raised the issue of Rus- 
sia's “illicit and dangerous" 
missile technology transfers 
to Iran, a senior US official 
said. 

Over the past year, Mr 
Yeltsin had promised the US 
that it would end these 
transfers. But Strobe 
Talbott, deputy secretary of 
state, said there were “still 
problems in implementation 


and enforcement of Russian 
law and executive orders”. 
Mr Yeltsin yesterday 
recalled his personal 
commitment and that of his 
new government, Mr Talbott 
said. 

Under its Iran-Ubya Sanc- 
tions Act (IIJJA), tbe US is 
threatening to impose sanc- 
tions on Gazprom of Russia, 
along with Total of France 
and Petronas of Malaysia, 
tor investing in a new gas 
field in Iran, which Washing- 
ton believes may be develop- 
ing weapons of mass 
destruction as well as spon- 
soring terrorism and disrupt- 
ing Middle Bast peace 
efforts. 

In the margins of the G8 
summit, US and European 
Union officials continued 
their negotiations to settle 
this issue, which will be dis- 
cussed at today’s US-EU 
s ummi t in T-nnriftn 

The G8, which Includes 
the US and four EU coun- 
tries, agreed to “ensure toe 
effective implementation of 


export controls, “in line with 
commitments to prevent the 
proliferation of weapons of 
mass destruction. 

Jim Steinberg, the deputy 
US national security adviser, 
underlined toe importance of 
this G8 commitment in the 
context of Iran, where “it is 
very important to have 
Americans and Europeans 
agree". 

It is dear that Washington 
is making stricter export 
controls by western Europe 
and Russia a necessary, 
though not perhaps a suffi- 
cient condition of dropping 
the threat of sanctions 
action under ELSA 

On the Issue of a planned 
visit by President Clinton to 
Moscow later this year, Mr 
Talbott said the prospects 
for t his would be improved if 
the Russian Duma ratified 
the Start 2 nuclear weapons 
reductions treaty. Mr Clin- 
ton wanted a summit to 
focus on further cuts in 
nuclear arms in a possible 
Start 3 treaty. 


Solution 

eludes 

sanctions 

dispute 

By Gerard Briar 

US and European officials 
were locked In talks last 
night in an effort to agree a 
transatlantic trade deal that 
could lift a US threat of 
sanctions against European 
companies that do business 
in Cuba, Iron and Libya. 

The two sides were atill 
hoping to reach a deal by the 
start of today'B twice yearly 
EU/US summit In London 
between Tony Blair, British 
prims minister, Jacques San- 
ter. president of the Euro- 
pean Commission and Bill 
Clinton, US president. 

“We arc working very 
bard in advance of the sum- 
mit. . . on some of those 
problems." said Mike 
McCurry. the White House 

press secretary. 

But Mr McCurry declined 
to share the optimism of Mr 
San ter, who said on Satur- 
day he was hopeful a deal 
could be achieved. 

Without an agreement, the 
US must decide soon 
whether to impose sanctions 
on two companies. Total of 
France and Gazprom of Rus- 
sia. over their investment in 
Iron's oil and gas sector. The 
US Iran-Ubya Sanctions Act 
was passed by Congress in 
an effort to starve t e iro rist- 
sponsorlng states of Interna- 
tional trade and investment 
But the Clinton administra- 
tion bas so far waived sanc- 
tions pending negotiations 
with the European Commis- 
sion. 

The EU wants the US to 
drop the threat of sanctions 
In exchange for a European 
agreement not to press a 
legal case against Washing- 
ton at the World Trade 
Organisation over another 
piece of contentious US leg- 
islation. the Helms-Burton 
Act, which attempts to 
restrict the activities of for- 
eign companies in Cuba. 

Congress is putting pres- 
sure on toe White House not 
to back down. US offldala 
are hoping European govern- 
ments will put more diplo- 
matic pressure on Iran and 
Libya as part of any deal. 
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World leader tit Environnienta! 
Services and one of the major 
European leaders in Communi- 
cation and Construction, Vivendi 
employs 220,000 people in 90 
countries. Its turnover Is close 
to $35 bn and its net income is 
expected to exceed $l.lbn In 1998. 
Vtvendi’s market capitalisation 
is close to $30 bn (mid 1 998)« Vivendi: Is part of the DJ EuroStoxx 50. 

.In Europe too, Vivendi's activities are every day helping to improve the quality of 
life for millions of people and the company has annual sales here of more than $30bn. 

Through Vivendi and its subsidiary Co mpagnie G6n6rale des Eaux, more than 
35 million Europeans have the benefit of pur water and waste-water facilities. With 
their services geared, to quality "and convenience, our teams are active in France, the 
UKp Spain, Italy and Central Europe in particular. 

Vivendi Is also .the leading European company in the field of heating energy 
management. The Compagnie G6n£rale de Chauffe ensures heat and comfort for 
-several million people in 23 European countries. - 

Through Onyx, Vivendi provides waste management services all over Europe in 
major cities such as Paris, London, (City of Westminster) and Birmingham. Onyx Is active 
across the whole chain of urban cleaning, reCycliftg-aftd in waste recovery and Incineration, 
In the. field of public road'or rail transport (through CGEA In Nice, through 
Connex in London, through In Miinich- arid elsewhere in Europe), Vivendi carries 
more that 600 million- European passengers .per Jfeeiv 

■ . • The Channel Tunnel, the VasdO da GaffiA -fedjge in Lisbon and the Stade de France 
are all the state-of-the-art technical achievements 6f Vlvendi!s SGE construction subsidiary. 

CGIS, Vivendi^ property subsidiary/ IS difr leading Commercial property operator 
In Europe, building almost 10,000 individual and group units each year. 

Quality, of life for tbday ancf -tomorrpw .means 'the exchange of images and 
information. VivfendJ through Cegetel and Havas Is active in. mobile and fixed telephones, 
the internet, .pub.lishing.^d^ ^uTti media. Vivehdl ls also a share holder of Canal Plus, 
th e European" lead er i h pay-TV . and digital ;TV v . 
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Siberian 

election 

drama 

mounts 


By Cfuys&a Freeland in Moscow 


In a pointed display of sang 
froid, Alexander Lebed, the 
reserve general who hopes 
today to become governor of 
Krasnoyarsk region, went to 
the theatre yesterday after- 
noon. But the more compel- 
ling drama was in nearby 
polling stations, where 
Siberian voters flocked to 
make one of Russia's most 
important political 'choices 
this year. 

The electors of Krasno- 
yarsk. a vast province in 
Siberia, turned out in a 
strong ballot estimated at at 
least 60 per cent, to select a 
new governor. 

A former paratrooper who 
briefly served as Boris Yelt- 
sin’s national security chief 
in 1996, Mr Lebed has trav- 
elled to Siberia in a make-or- 
break rampgign (0 Fe-launcb 
his political career. 

IT be wins, Mr Lebed, who 
came third in the 1996 presi- 
dential ballot and was the 
pollsters' favourite in the 
weekend vote, could be well 
placed to make a second bid 
for the Kre mlin in two years. 
But if he loses he could be 
consigned to political obliv- 
ion. 

With Its power to upset 
the fragile balance between 
Moscow's warring political 
and financial clans, the 
Krasnoyarsk race has 
attracted a star-studded cast 
of politicians and celebrities. 

Backed by the Kremlin, 
incumbent governor Valery 
Zubov won a personal 
endorsement from Yuri 
Luzhkov, the popular mayor 
of Moscow. 

Mr Lebed had star-power 
too: last month Alain Delon, 
the French film star, paid a 
flying visit to Siberia. 

Mr Lebed's appeal for vot- 
ers disillusioned by Russia's 
post-communist political 
establishment won him 45 
per cent of the vote - 10 
points ahead of Mr Zubov - 
in the first round of ballot- 
ing in April Yesterday’s 
run-off will determine a win- 
ner, with unofficial results 
expected today. 


GERMAN LEADERSHIP BATTLE DELEGATES PRAY CHANCELLOR’S SPEECH WILL' BREATHE NE W LIFE INTO-PARTY’S FLAI^ I N ^CAMPAJGN 


CDU awaits Kohl’s conjuring 



By Peter Norman lo Bam 


The eyes of 1,001 delegates 
and 700 special guests will be 
on Helmut Kohl. Germany’s 
chancellor, this morning 
when be rises to give his 
keynote address to the 
annual congress of his Chris- 
tian Democratic Union 
The 68-year-old chancel- 
lor’s speech has been billed 
as the most important in bis 
long campaign for an 
unprecedented fifth term. If 
Mr Kohl is to have a chan c e 
of overcoming the large 
opinion, poll of Gerhard 
Schrbder, the opposition 
Social Democratic candidate, 
he must put new life into the 


CDITs na gg in g campaign for 
the general election on Sep- 
tember 27 and recapture the 
initiative after months of 
setbacks. 

A weekend opinion poll by 
the Mannheim-based politi- 
cal research group For- 
schungsgruppe Wahlen 
(FGW) for theZDF television 
channel put support for the 
CDU and its Bavarian sister 
party, the Christian Social 
Union, at a new low of 29 per 
cent. Only 26 per cent of. 
L290 voters polled last week 
wanted Mr Kohl to stay, 
against 65 per cent favouring 
Mr SchrOder as chancellor. 

Mr Kohl has been written 
off many times only to 


bounce back. Hjs aides hope 
he can work the same magic 
this year. But the sta r t ing 
position is much worse. 

According to FGW, the 
three parties of Mr Kohl's 
coalition are supported by 34 
per cent of voters c o m p ared 
with 39 per cent in May 1991 
Support for a putative coali- 
tion ofSPD and the environ- 
mental Green party is run- 
ning at £P7 per cent against SO 
per cost four years ago. 

The slump in support 
comes after three rotten 
month* for Mr Krihl. He mis- 
calculated badly in expecting 
Oskar LafantaJne, the SPD’s 
left-leaning chairman, to be 
selected as opposition candi- 


- date, rather the. centrist and 
' popular ‘Mr SchrOder. 

The CDU was weakened 
by a prolonged and messy 
squabble with the CSU over 
energy policy that domi- 
nated Easter h e adl in es- The 
launch, of the euro, a centre- 
piece of Mr KohTs policy, on 
May 2 was marred by hagg- 
ling over the presidency of 
the European Central Bank. 

But the chancellor’s for- 
tunes have since improved. 
The praise heaped on Mr 
Kohl by President BUI Clin- 
ton during last week's visit 
to Berlin was a welcome 
campaign boost. The deci- 
sion of the local SPD to form 
a minority government in 


the eastern German state -of 
Saxbny-Anhalt that will 
depend an the support of far- 
mer communists Is a threat 
to Mr Schroder’s campa ign 
to capture “the new 'centre" 
of German politics. After a 
long delay, the economic 
recovery is reducing Ger- 
many's army of 4.42m regis- 
tered unemployed, • 

The FGW poll, conducted 
between Monday and Thurs- 
day last week, probably 
came too soon to capture 
any benefits for the CDU 
from, these developments. 
The group's finding that 
more Germans (34 per cent 
in May against 19 per cant in 
February) believe the ecoa- 


omy is improving pas so' fur 
bad no Impact on Mr Kohl’s 
ratings. 

Meanwhile, the proportion 
of voters believing the gov- 
erning coalition of CDU/CSU 
and the small Free Democrat 
party can - win in September 
ifeU to 15 per cent from 21 per 
cent in April. The number 
expecting either an SPD or 
SPIXSreett victory grew , to 
71 per cent from 65 pet cent. 

Mr Kohl is famously dis- 
missive of opinion puffs. But 
FGW’s finding that 66 per 
cent of CDU/CSU supporters 
believe Mr SchrOder win win 
the election is a measure of 
what the chancellor must 
achieve in the next 19 weeks. 


Everyone’s a winner in deal to 
restructure Credit Lyonnais 


The pact has enabled both Van Miert and Strauss-Kahn privately 
to claim victories over each other. Andrew Jack explains 


The lion that symbolises 
Credit Lyonnais, the French 
state-owned hank, may have 
had its claws severely 
trimmed, but from the mid- 
dle of this week it seems 
poised finally to be let off its 
leash. 

Five years after the 
French government began 
taking serious remedial 


In exchange, the bank will 
sell more of its assets, and 
be privatised by October 
next year. 

In public, the authorities 
in Brussels and Paris are 
remaining diplomatically 
quiet about the deal. In pri- 
vate, both are expressing 


action to cope with rising 
losses at the bank, officials 
appear to have reached 
agreement with the Euro- 
pean Commission over a 
restructuring plan satisfac- 
tory to both sides. 

Late last week, Karel Van 
Miert, the competition com- 
missioner in Brussels, and 
Dominique Strauss-Kahn, 
the economics, finance and 
industry minister in Paris, 
approved final details that 
should lead to a positive vote 
at a formal commission 
meeting on Wednesday. 

That will lead to approval 
of the biggest state aid case 
ever considered by Brussels, 
and the implementation of a 
series of measures that offi- 
cials argue may ultimately 
cost the French taxpayer 
more than FFrl45bn ($24bn). 


The result Is that 
the bank will 
emerge as a 
leaner business 


satisfaction and claiming 
significant victories over 
each other. 

In reality, it is far from 
clear whether the planned 
solution is the best possible, 
in terms of minfmtcing com- 
petitive distortions, keeping 
taxpayer costs down, maxim- 
ising the bank's future sale 
value, or adding new condi- 
tions which counter-balance 
the considerable extra, aid 
that is now envisaged. 

But it has allowed both Mr 
Van Miert and Mr Strauss- 


Kahn to save face and claim 
credit 

Under the terms of the 
new plan. Credit Lyonnais 
will be obliged to reduce its 
assets - from 1995 levels - 
by FFrtJSOhn. to penalise it 
for state help it has received. 
Thai ts sharply hi gh<*r than 
the FEWlObn imposed in the 
previous plan three years 
ago; 

However, the higher figure 
includes some assets - nota- 
bly FFrfSbn in South Amer- 
ica - which were already 
earmarked for disposal in 
the 1995 plan, and cuts in the 
bank's French operations 
already under way as part of 
a cost- saving exercise which 
mirrors the restructuring of 
most of its domestic competi- 
tors. 

While only a few weeks 
ago Brussels was still 
demanding the sale of all of 
the bank’s European activi- 
ties outside France, the plan 
allows it to presave essen- 
tial activities in. London, 
Luxembourg, Switzerland 
and Frankfurt. It must sell 
FFr64bn in assets in Asia or 
North America, but these 
are likely to be relatively 



Strmaa-Kahn: approved final ctetaBs which should mult In a poaWwa Bnwa di vote 


Reuters 


symbolic and non^txategk. 

Significant remaining 
assets sales in the coming 
months - notably of BIG, its 
German subsidiary - were 
already necessary to meet its 
1995 commitments, which 
obliged it to reduce by half 
its commercial presence in 
Europe. 

The result is that Credit 
Lyonnais will emerge a 
leaner business, but still 
with a strong position as a 
universal bank in France 
with a significant interna- 
tional presence in the finan- 
cial markets and a global 
service for corporate clients. 

The new plan stipul at es 
that by October next year. 


the French government will 
reduce its participation 
currently some 82 per cent 
directly and indirectly - to 
lass them 10 par cent But the 
1995 plan already demanded 
the privatisation by the mid 
of next year. 

And Brussels, which cate 
not tuffhnieaTiy demand, pri- 
vatisation, has been farced 
to let Paris determine the 
way in which the sell-off will 
take place. 

The result is that it win 
probably take the farm long 
defended by Credit Lyon- 
nais' own executives; a sale 
in tile coming months to sev- 
eral shareholders, including 
a partial market flotation. 


That would allow them to 
construct a group oT core, 
“friendly" investors. Talks 
have been taking place over 
a number of months, and 
AUUnz, the German insurer 
which has commercial links 
with the bosk, has said it 
would be wining to acquire 
UP to 10 per cent 
Others, Including Nippon 
Ufa of Japan, are loss enthu- 
siastic than a few months 
ago because of the crisis in 
the Asian markets. But, at a 
time of considerable hank 
consolidation across Europe 
and the US, than is likely to 
be little problem in finding 
new shareholders if the price 
is anywhere near right 


EtJ plaid 
to ensure 4 





of goods 


Jf NO* BtKktoybi faussefct 


European Union countries 
could be obliged to take 
action to ensure goods cn 
still move fnwly during 1 
industrial blockades of fron- 
tiers, under plans to -be dis- 
cussed by ministers today. 

- Tfra move fa * reaction to a 
series of recent disputes 
particularly by French farm- 
«rs and truck drivers - that 
have blocked ports and bor- 
ders and dteniptert 
of dollars of trade, 

Under compromise plans 
drawn up by the UK, holder 
of the SITe rotating presi- 
dency, far a “rapid response 
mechanism" to such eases, 
EU states would agree to a 
regulation emphasising the 
duties of ail member' states 
to ensure the single market 
can function properly. 

Countries would alaetrign 
up to a political agreement 
that they would act swiftly 
to combat any disruption of 
the flow of goods during dis- 
putes. 

Although it has issued 
critical statements and 
warnings, the European 
Commission has proved paw- 
erieas h> deal with two block- 
ades by striking Trench 
truck drives. 

The compromise plan to be 
discussed today falteahest of 
original Commissicm propos- 
als .which would have given 
it new powers to take an 
emergency decision, within 
days farcing EU -govern- 
ments to taka action: 

Ministers may also take a 
step forward , today on deal: 
ing with fan&delayed plans 
for a European Company 
Statute that would enable 
multinational j companies to 
Mt up a single corporate 
entity withlntheEU. . 

They will attempt to agree 
on (he draft regulation of the 
statute, although , the crucial 
provisions on consultation of 
workers In the European 
Company Statute - disagree- 
ments over which have held 
up adoption, of the directive 
since the early 1970s - would 
still have to be agreed by EU 
social affairs ministers. 
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Join forces with this winning symbol. 


A great sporting and cultural event: The World Equestrian Games ‘98. From 30th September to l lth 
October, Rome will become the equestrian capital of the world. The best hones and riders from more 
than 50 nations will be competing for success across five disciplines: dressage, three -day event,, 
vaulting, driving and show jumping. Competition and entertainment at the highest level, attracting 
both huge crowds and the attention of the whole world’s press and television. Societa Pubblicita 
Editoriale, chosen once again for its long experience, is the sole publicity agency for die World 
Equestrian Games *98: a unique opportunity to associate your Company name to a winning event. 

For more information call (+ 39) 2 -57577.410. 


MONfUF GROUP 

PouGRAna Editoriale s*a. 

URestodelCarfino 

XiA HazxanrB 


Jk 


& 


SocetA Pubbuota Editoriale s*a. 

Sole PuKicnvAaswr 


SUPBIPRWrSJU. 


Vlate Mitanofiori, strata 3, pal B 10 
TeL (+39) 2-57577.410 fax (+39) 2-57577396 
20090 Assago (Milano), Italy 



ON I 


AIl'FWftities, Options 
& Margined Forex 


24 

HRS 


‘CeoaEC TICEr TtowMond 
Tefcfll7Tjj72 


73W 

Bwtft mp U P l i * iri ff P *JBO »* 
Web Sine bnpJTmm^oMifc 


1. 






OPTIONS 

KERKELEY FUTURES LaflfEll 


& FOREX 

HBlKItQJPflS 

WELCOME 

58 DOVER STREET, LONDON W1X5RB H 
TKLsOnLBZSUSSBCfc 0171 495 «KK W 
httVif/wwwJblLww*. . •,...?*» 


I 

i 


OFFSHORE COMPANIES ♦ BY LAWYERS ♦ 


Uteflna Internatio na l tax ulann lu fl Ban. oWata fri aasvfca. 

Larins Hatai Harper, LIB (HONS) Tat + 44171 30 2274 
Paw Murphy aComm. Tat + Wl HZ ins 

«ffatera@*aqpaa|L 0 aa BMaH a . w nl jpaapA— 

90-100 STMET ST, UHHX9I SW3 MU, HK SCfCW 


] 


Ml M 


A COMMANDING 


ED&.F MAN DIRECT TVT a g g gfe 


REAL-TIME ELECTRONIC FOREX DEALING 

. “KtlE pviL-o ttoo. ch.im ::nd newt- 


•r-Jfnra-, 


I'jtjirr.? ■ torori-crr.c. . O . i: F: - T-.T • -1! (C j l CW. 


Argus LatAm Energy 


Petroleum Argus 


WANT TO KNOW A SECRET? 


Tbc UXS JQMX. Seminar *S show you how the REALLY work. Tbe 

sma7,ng irvfing tedioiqoes of flic legendary WJJ. Cano am increase your profit* 
and amain your losses. How? That’s the secret. ' 

Bock TOW FREE PLACePooNS 0161 «T4 0080 



TO0K0NESIOP BROKERAGE FOR THE WORLD'S 
FUTURES; OPTWf® AKDTOREZ MARKETS 
t v r *» p r 


■w- e * r >» p r 

Linnco 

+ 44.(Q).171 892 3311 ■ crij*iiri(iaKocaii|ieaiii| 



TENFORE 


F<v roorv info end FREE demo e'i« ca!t: 

+44 (0)171 405 1004 


S2S«3'Ch f, C?P r 
2 nd Nsv.j 


i 


ED&F MAN DIRECT 
fmwitn omoMMJX} *wa>ar a 


WITH FUTURES TRAOIIHI 

cowuwnssiofis this low 


OO 565V1 7 




f for.'i ! >;((;( Hro.uk ,i'(ind I <»r'(jur;:(rnn 



rTIME DMA ON YOUR PC 

beads 4-ep m m urfit M 
’AU AHBKW5 + FOREX RAOPEANS + NEWS + CHARTS 


IN YOUR COUNTRY NOW 
70 Countries arross Europe., the 
Middle Eo5l and iltriu: • from Iceland 
lo Moscow, from Finfcnd to Yemen 


DBG 


www.dbceuro.com TO -f44 171 793 3100 


If you would like to advertise, or require any 
further information, please contact: 


Jeremy ftolson 

Tel: 0171-873-3447 Fax; 0171-S73-3052 


http://www.unioncaI.co.uk 


F.X FUTURES & OPTIONS 24 HOURS 

0171 522 3333 


sfj regulated 


Fast Fills. 

Low Rates. 
Quality Service. 


*5 

ntm 4 QpUn^mad-tra 


i niHVALUOCh LO'H’AM 

' : i > ; r- ! v • h( 0 HI' 


0800 - 262-472 

UadgEOin-Sn-nOl 
GentMT OBMISWO 
StitanbriWOOaaA 
■ri»llBifwMic>nw 


mini 

REUTERS 


Fracphom. 

nmnsMoa 

MOO It IS 08 

anuri - Bijf 



FUTURES 


{UNTDEX 


-TAX FREE 

0171 896 0011 i. 


0 




* tt&K'! 








**t AL 

■*1 


!Jj 


i:; _ - - 

r -• 





Tte FT GUTOE TO WORLD CURRENCIES, publbtocd in Monday’s 
oewspopar aad covering owr 300 currencies, is now available bydrafing flu 
. fbliowing Dumber fimn tbe hanOsa of yow £ix machine, 9891 437 001. 
Colla are chuged atSOptani ataU tknes. For marc taGonxuiioa or assistance 
pfcase pbaoe 0171-673 4378. (Ctyfine help dnk) 


FX - Money Markets - Swaps 
Bonds - Market Comment - News 




K. 


www.moneyandbonds.com 



CotuStock on the Net 1 






Marke Track98 


The Workfs Most Powerful F«ed- Line Quote System 
How Runs Just As Fast Over The Internet 


Market - Eye 

f / . t/if ^ 

I BSB www.market-eye.co.uk 









7 


financial times 


MONDAY MAY 18 1998 ★ 


INTERNATIONAL 



NEWS DIGEST 


FRENCH POLITICS 


Liberal Democracy votes 
to leave UDF grouping 

The centr&-right Unton for French Democracy, crippled since 
regional elections last March, was dealt a new blow at the 
weekend when one of Its two main groupings decided to- 
teay®. Members of the Liberal Democracy group, holding their 
national convention, voted 84 per cent in favour of the pro- 
posal . 

Participants and observers at the convention sugrreferi that 
the move would quicken the death of the UDF. one of two 
element* that have long matte up the French right, along with ■ 
the Gaulfet Rally for the Republic. - 

The UDF and the RPR, the party of President Jacques Chi- 
rac, agreed last Thursday to form an alliance expected to • 
start functioning this autumn. 

The president of Liberal Democracy, Alain Madefin, told the 
convention that tire iate of his organisation wa s ‘not to malt 
Into a big centrist party*. 

Some on the right suspect the Liberal Democrats of seeking 
a rapprochement with the extremis! National Front Mr Metie- 
lin denied this. AP, Paris 

SOUTH AFRICAN POLLS ’ 


Nats lose string of safe seats 

The National party, which imposed South Africa's apartheid 
regime for four decades before handing power to the black 
majority, could lose its status as the official opposition at the 
next general election In 1999 following a string of Severn local 
poll defeats and defections to other parties. 

Seven NP councillors switched to the opposition United 
Democratic Movement at the weekend, joining dozens of 
other party members. Including former cabinet ministers, who 
have abandoned the "Nats" in the past year. 

The latest defections followed defeats In three local elec- 
tions last week In •former NP strongholds. In the predomK. 
nantiy white district of Rosettenvflle south of Johannesburg - 
which one NP member of parliament had described as the . 
party’s safest seat - the liberal Democratic Party won nearly 
90 per cent of the vote. 

The DP also won in Brskpan, east of Johannesburg, arid in 
the "coloured” (mixed-race) area of Bergvliet in the Western 
Cape; in Bergvliet the NP was knocked into third place by the 
newly-formed UOM. Victor Malet, Johannesburg 


PERU GAS EXPLORATION 

Investment decision delayed 

Peru has granted Shell and Mobil a further 60 days to decide 
whether to go ahead with the full $3 bn development of the 
Camisea natural gas Held in the south-eastern jungle. Shell 
requested a six-month extension, claiming It still did not have 
sufficient technical data to evaluate the project 
Although the extension is shorter than requested. Shell said 
it remained confident that the Camisea project would proceed 
and that it would make a final investment decision by mid- 
July. Shed said a delay was needed because bad weather 
had held up drilling and analysis. 

Aside from the technical studies, SheU must now settle 
unresolved regulatory matters including whether It will.be - 
allowed to take' part In gas distribution to smaller industrial cli- 
ents. - 1 

it will also have to clinch a big enough potential market for 
nabsal gas to justify its ambitious project to run a dual pipe- 
line across the Andes to the coast Jara HoWgan, Lima 


World trade party-goers look for the next big leap forward 


World leaders gather in Geneva today to 
celebrate the international trade system’s 
50th anniversary; Guy de Jonquiires and 
Frances Williams report on the hopes 
and fears surrounding global liberalisation 


WTO waters down rallying cry for open trading system 


T he World Trade Organi- 
sation’s ministerial 
meeting which opens in 
Geneva today is more an 
excuse for a party than an 
occasion for big decisions. 
Still, many guests hope to 
get some useful business 
done between the speech- 
making and carousing. 

The meeting marks, the 
50th anniversary of the mul- 
tilateral trade system. Sen- 
ate ' Ruggiero, WTO director 
general, aims to use it to 
raise the institution's politi- 
cal profile and win at least a 
symbolic endorsement by 
world leaders of the Impor- 
tance of global trade liberal- 
isation. 

After much diplomatic 
arm-twisting, US President 
Bill Clinton has agreed to 
drop In, as the British 
prime minister, Tony Blair. 
President Nielson Mandela of 
South Africa, Fidel Castro of 
Cuba and about 10 other 
leaders. 

Two priorities seem set to 
top the agenda. One is to 
start mapping out the shape 
and structure of the WTO’s 


next liberalisation push. 
Negotiations are due to 
begin on agriculture next 
year, and on services In 2000. 
The question is what other 
issues should be included, 
and how they should be ban- 
died 

Sir Leon Brlttan, tie Euro- 
pean Union's trade commis- 
sioner, wants the WTO to 
decide to launch a full-blown 
trade round before his term 
expires at the raid of 
year. He claims support from 
the EtTs 15 members, Japan, 
-Australia and some other big 
agricultural exporters. 

, The US Is more cautious, 
partly because of Mr Clin- 
ton's failure last year to win 
fast-track authority has left 
him without a mandate to 
conclude new trade agree- 
ments. With a view to 
impressing Congress, the US 
wants negotiations focused 
on areas likely to yield quick 
results. 

Mr Clinton is unlikely to 
say in Geneva when he plans 
to renew his fast-track 
request But he is expected 
to propose that the WTO's 


Weary trade dSpkxnats 

yesterday put the finishing 

touches to a draft declaration to 
be issued at the end ollhe 
WTO's second mi nisterial 
meeting on Wednesday, writes 
Frances IMSams. 

The declaration was Initially 
intended more as a rallying cry 
for the open trading system 


than as a poticy statement, but 
agreement was delayed by 
arguments over Improved WTO 
transparency and sustainable 
development 

The final watered-down draft 
simply calls on members of the 
organisation to consider ways 
of improving transparency 
in order to build pubfic support 


for the muftBateel trading 
system. 

Developing countries, 
suspicious that rich nations 
could use env ir onmental 
concerns to raise trade barriers, 
also insisted on twinning the 
objective of economic growth 
with that of sustainable 
development. 


ministerial meeting next 
year, which win decide the 

negotiating agenda, be held 
tn the US. That will be seen 
as an im p ort a nt political ges- 
ture of continuing US com- 
mitment to multilateralism. 

Poorer countries have 
mixed views on a new trade 
round. For many, the top pri- 
ority is to implement fuDy 
the Uruguay Round agree- 
ment, and in particular to 
ensure western governments 
fulfil pledges to liberalise 
imparts of tovtflaa and other 
products. 

Alejandro de la Pe&a, 
Mexico’s WTO ambassador, 
says Latin American coun- 
tries favour broader negotia- 
tions than currently sched- 
uled. He says such an 
approach is needed to avoid 
a widening gap between 
multilateral and regional 
trade HTyurfl'Kantlnn 


But other developing coun- 
tries say they have too much 
on their plates to contem- 
plate comprehensive new 
talks. Many strongly oppose 
expanding the WTO’s 
agenda to Include such regu- 
latory issues as competition 
policy and investment, as 
the EU wants. 

The other main discussion 
topic this week is likely to 
be a US-led drive to open up 
the WTO’s cloistered 
operations to public scrutiny 
and encourage it to commu- 
nicate and consult with a 
wide range of private sector 
interests. 

“We want to discuss how 
best to ensure the institution 
does not remain mysterious. 
Secrecy in institutions does 
nothing but breed suspi- 
cions.” says Charlene Bar- 
shefsky, US trade represen- 
tative. 


Other governments are 
starting to recognise that 

unless the WTO does more 
to spread the word about tbe 
benefits of free trade, it risks 
losing the public relations 
battle to increasingly vocal 
opponents of liberalisation 
and globalisation. 

A movement called the 
People's Global Action aims 
to drive tbe point home this 
week. A motley collection of 
peasants' organisations, stu- 
dent and squatter groups 
and far-left trade unions, it 
plans demonstrations in 
Geneva to support its claims 
that globalisation hurts the 
poor. 

However, governments 
may find it hard to agree a 
strategy on bow to respond 
to such attacks. Some sus- 
pect the US really wants to 
give a bigger say in the WTO 
to domestic lobbies, such as 


environmental groups and 
trade unions, which are 
influential in Democratic 
party politics. 

Poorer countries claim 
many of these lobbies are 
more interested in restrict- 
ing, than tn freeing, trade, 
by making liberalisation 
conditional on other coun- 
tries meeting US environ- 
mental and labour stan- 
dards. 

The risk of conflict 
between global trade rules 
and environmental policy 
has been underlined by a 
recent WTO disputes panel 
finding against a US law 
that restricts imports of 
shrimp caught in nets that 
can trap turtles. 

US environmental groups, 
some of which will be at the 
WTO meeting, are furious at 
the ruling. They also accuse 
Mr Clinton of failing to live 
up to a promise to get the 
WTO to agree on bow to deal 
with environmental ques- 
tions. 

These groups' protests 
may not be loud enough to 
spoil the celebratory mood 
in Geneva this week. But 
they may succeed in grab- 
bing some of the limelight 
from 1 leaders and ministers. 

World Trade Survey, separate 
section 

Editorial Comment, Page 15 


ISRAELI GDP 


Growth remains sluggish • 

isra^'s shiggteh eaarvonystowed mnatgric^racasreiy- during . 
the first quarter of 1998, as gross domestic product grew at a ; 
preftmlnaiy annute jfute d l^pwcentj the Ctentruf Bureau of .- 
Statistics (CBS) said ^steiday. This was dawn from 22 per ? 
cent In the same quarter last year and was imchanged from V 
the fourth quarter of 1997. Despite the dqta, ft Is unclear \ \ 

whether tha Bank of Israel will further reduce fts key lending 
rate - currently at 11.9 per cent - later this month. Ml rosea \ 
shaip 4.7 per-cent In April whBe-the consumw price index. 
jumped 1.4 per cent, the- biggest monthly increase sinca. test 
May. The CPI rise, -however, waa attafouted mostly to sear 
sonal factors. Avi Mactdls, Jerusalem;- V v 


MEXICAN ECONOMY 




Surge in industrial output 

Mexico's Industrial output surged a vigorous 152; per cent In . 
March compared with the same month In 1997, suggesting 
economic growth in the fast quarter — to bo announced ' ' 
tomorrow - was surprisingly strong- The finance ministry 
acknowledged that part of the unexpected increase was 

this year Easter week fen In Aprfl. rather than March 
as It did last year, meaning factories produced, three days’; 
more goods. Factoring out the Easter effect, toe rise tn indus- 
trial production would have been 8.9 per cenL.stBl higher. than 
most economists had forecast. . . ; 

That figure bodes well for first quarter gross domestic prod- , 

urt data. Econorril^ say strong first quarter growth helped • 

boost lax collection In. the quarter by. 1 8.4 per cent .That 
allowed the government to post a modest 1.7bn budget sur- 
plus. in the fast three months of the year despite falling world 
oil prices. Hewy Tricks, Mexico GHy. .. 
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Invitation to shareholders to attend 
the 125th ordinary General Meeting 
of Zurich Insurance Company 

on Thursday. June 11, 1998 at 9:30 a.m. 

(doors open at 8:30 a.m.) 

in the Hallenstadion Zurich-Oerlikon, Wallisellenstrasse 45, 8050 Zurich-Oerlikon, Switzerland 


Agenda 

^-.(Sboityernon)^ 


,<SKc.*v' 


1. Approval of the annual report, 
the annual financial statements 
• araith* consolidated financial 
statements for 1997 


' 2. Appropriation of available 
earnings for 1997 


Annual profit for 1997 
Profit earned forward 


Off 906,688^130 
CHF 15359,460 


Available earnings far 15197 CHF 922,047,690 


' The Board of Ditraius proposes dm the xvaik- 
fbiecNiuiogibcsppmpBtcednG^awc - 

Distribution ofa dividend CHF *562,8391996 
- oFCHF9ford*1997 ' 

buxines year plus a special 

'. amuveiKffy dividend of 
CHF 3 a moun ti ng , 

" thcRbjt'n> a CHF 12 dividend 
before uxoo each of the 
46303333 d&vidend-paying 
shares (nominal CHF ltfl. 
payable from June 17, 1998, 
lea i deduction of 35% for 
Swiss withholding rax 


- Allocation to tbe free 


CHF 345.000300 


- Undis tri b ut ed profit earned CHF 14307,694 

• . forward _ 

CHF 922,047^90 

■ If this proposal k approved, after deduction of ' 
Swiss withholding rax, dividends of CHF 7-80 nee 
ottB be paid from jane 17, 1998, free of chatgra, 
ejdxxhy uxoitange to die hank indicated for deposir 
- oT dividend* or to die account stipulated- far dune 
shareholders with shares In private safekeeping, or 
. upon prese n ta ti on' of a dividend payme nt Old a. 


■3. Re lea s e far merribers of the 
Board of Directors and other 
executive bodies 


4. Sections 


4 n Board of Directors 


42 Auditors and Group auditors 


5. Merger of the Zurich Group with 
the Financial Services Business of 
BAT Industries piLc (B.A.TFSB) 
and the creation of a hoJdrng 
structure 


5.1 Approval of merger acconfing to the terms 
of tha meagw agreement 


53 Creation of a holding structure by means 
of an entange of shares 


53 (tension of the articles of iiwoiponrtion 
of Zurich Insurance Company; sperifka&y 
artide 8 (recognition of sharehokters), 
artade C (votes) and article T8 (resolutions 
and eWctiorakrospensive conditional 
resolution 


54 Trans f or ma tion of Zurich Insurance 
Company into a bokfing company to be 
named Zurich AKed AS, fay me a ns of 
a total ratoon of the artides of Incor- 
poration and the transfer of afl assets and 
fabBties; suspensive condUonal 
resolutions 

Tbe complete Agenda k pob&faed in die Swts 

ftwiwurial Ijwi ry nnmhw 94 dawd M 2f 18, 

1998 and can be ordered from the company. - 


Business report 

The badness repon with tbe annual napon, the an- 
nual financial scanmenra and tbe coosofidatod 
financial garemeng for 1997. as wdi as the auditors' 
2 nd Group auditors' reports iriO be available 
together with die wording of die proposed condi- 
tional levkanns 10 tbe anadcs of in&xpMation fix 
inspection ax the company's registered office 
(Company GtdnecV Office, Alfred Ekhei^feagse $0, 

8002 Zarkb. Sniaafaod) as of May 18, 1998. 
Sbairholdm may nquest that a espy of the busfa- 
os repoft be sent to them (cooraa address: Zurich 


Iruutance Company, Share RcgiMer, BO. Box, 8022 
Zurich, Switzerland). An order form is enclosed 
with tire invitation sear to all l e gbcooi sbarehol- 
des entered in the share register as shareholders 
with the right ro vote. 

Additional information and 
documentation regarding item 5 
of the agenda 

Summary information on tbe proposed merg er of 
dx Zurich Group with ftAT-FSB is given in the 
g pami, document: 'Infbnnatiou far 
included widb the invitation to tire General 
Meeting. More detailed information on the pro- 
posed merger is provided in tire comprehensive 
Engluh language brochure* ’Documentation 
Regirding the Proposed Merger of (be Zurich 
Group with the Financial Services Business of 
B-A.T Industries pit" thsr can be ordered using 
the form char is also included with dx invitation. 
Both documents, as well as a copy of the merger 
agaemeoc including the Gov erning Agreement, are 
also available far inspection at tbe company's reg- 
istered office (Company Cashiers Office, Alfred 
Escfaer-Snasse SO, 8002 Zurich, Swinahnd) as of 
May 18, 1998. 

Invitations, admission cards 

Registered shareholders entered in (he share register 
on May 29, 1998 as shareholders with the right to 
vote wiD receive, together with die invitation to the 
General Meeting, a regfarerinn and onJer form that 
they may use to order admission cards and voting 
papers from Zurich Insurance Company; Share 
Register. EO. Box, 8022 Zurich, Swi iaa t i nd. By 
returning these forms promptly (by no brer dun 
June 3, 1998), you will help to ease preparations for 
die General Meeting. No entries conferring voting 
rights will be made in the share register in tbe peri- 
od from May 30th ro the end of the General 
Meeting. 

Shareholders who dispose of their ifaares before tbe 
General Meeting are no longer entitled to voce. If 
any of the shares recorded on an admission card are 
sold before tbe General Meeting, die relevant admis- 
sion cud should be presented at tbe information 
counter for correction before the Garerai Meeting. 

In wdq K) rfffrrniinc attendance enneerfy; any shares 
holder leaving the General Meeting eariy or 
temporarily is requested to present the unused 
g nrireg papin am } admteiiwi aid if tbe mV 


Proxies, authorization 

Sharefrokkn with voting rights may arrange ro be 
represented by another shareholder entered in the 


dtare register as a shareholder with voting rights, 
fenncnhrps and legal entities, boweuen may be 
represented by authorized signatories, minors and 
wauls by their legal representatives and married 
shareholders by their spouses, even if these repre- 
sentatives are not sbarehokfcts. Ahcourrrely, share- 
hoidas nay be rqtreseiited by one of the following: 

- Zurich Insurance Company 

- A bank or other professional asser manager acting 
as proxy for depawai shares as specified in article 
689d of tbe Swiss Code of Obligations; 

-AXAG Ernst & Young (Ml Andreas KcBer), 
EO. Box, 8022 Zorich. Swjrarriand, acting as 
independent prosy as specified in Anidc 689c of 
the Swiss Code of Ob lig a tio ns. 

Unless o epsesriy instructed otherwise, these repre- 
sentatives wifi accidie their voces in favor of the 
proposals made by the Board of Directora. 

The appropriate proxy authorization should be 
granted by signing the proxy form on the registra- 
tion form or admission card, together whh any rele- 
vant instructions. Pr oxy authorizations on the 
registration form should be sent to Zurich 
Insurance Company, Stare Register, RO. Box, 
8022 Zurich, Switzerland. Proxies made on the 
admission cud should be banded ro tbe appropri- 
ate representative (together with voting papas). 

Frazy holders of deposited shares are requested to 
notify the company regarding the number of shares 
they represent as soon as possible, but no httx than 
June 10, 1998. 


US cautionary legend 

This d n ntmrnT AaH not constitute an offer to sell 
or tbe solidtation of an ofier to buy nor sbafl there 
by any rale of any woirities of Zurich Insurance 
Company or Zurich AlEcd AG in the United Sates 
or any other jurisdiction in which meb ofier, soiio- 
tarioo or sale would be nnlmfuL 


Zurich, May 14, 1998 


Zurich Insurance Company 
os behalf of the Board of Directors 


Chairman: Rotf Hflppi 



•airWi-osyew, impired bjwM/mM. 
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INWARD INVESTMENT PARTS OF SOUTH-EAST WALES MAY LOSE ASSISTED AREA STATUS TO BOOST MORE DEPRIV ED AREAS 


Ministers plan to refocus Welsh func 


By Juli e tt e Jowtt 
fa Cardiff 

Areas of south-east Wales, 
envied for their success in 
attracting overseas Invest- 
ment. could lose their 
assisted area status, which is 
worth millions of pounds in 
government subsidies. 

The proposal is being 
considered by the Welsh 
Office as part of a new 
economic strategy - to be 
p ubli shed next month — to 
attract more investment to 
deprived western and rural 
areas. 

It Is likely to meet opposi- 
tion in the targeted areas 
around Newport and Cardiff 
but will be popular in other 
parts of Wales, which have 
become angry at the growing 
economic disparity. 

Concern has mounted in 
recent years with south-east 



Cardiff site for $25m freight terminal 


Ron Davies, minister for Wales, 
*aima to ye A ess balance* 

Wales clinching projects 
such as the £L7bn ($2L8bn) 
LG electronics investment, 
and, last year, a £30m 
scheme by computer giant 
Acer, which the Welsh 


The government wffl today 
announce a £l5m (S25m) raff 
freight t ermina l far south Wales, 
expected to take up to 40,000 
truck Journeys off the road each 
yew, writes Ji flot te Jowtt. 
After years of controversy and 
delays, Ron Davies, the Welsh 
secretary. wfH unveil the site at 
Wentiooge, just east of Cardff. 

The project wifl provide cSrect 
raff Bnks to Europe tor 
compenles that previously had 
to take goods by road to 
Birmingham or London. 

Official estimates claim the 


Development Agency failed 
to lure west of Cardiff. 

In an i n t ervie w with the 
Financial Times ahead of 
this weekend’s Wales Labour 
party conference, Ron 


combined annual saving far 
private-sector users wS be 
£20m after 10 years. 

Peter Hein, the Welsh Offloe 
ministBr who brokered the deal, 
said: It will bean enormous 
benefit for south Wales and wffl 
be an added magnet far inward 
Investors who wait to go 
s traight from Wales Into 
Europe^ 

The scheme has E10m of 
pubUc funding from the Welsh 
Development Agency and 
Cardiff city council The terminal 
should open in 1999. 


Davies, the Welsh secretary, 
said the aim was to try to 
redress the balance. 

One plan is to scale down 
or abolish regional selective 
assistance funding from the 


Treasury for already suc- 
cessful areas along the M4 
motorway to Swansea, 
encouraging companies 
wanting subsidies to move to 
west or mid- Wales. 

There is also the possibil- 
ity of bargaining - an agree- 
ment to downgrade areas of 
south-east Wales would 
e nsur e tha t west and mid- 
Wales secured Objective i 
status for European Union 
funding of up to 75 per emit 
of pro j ects. 

“As long as they [comp- 
anies] know areas around 
Newport and Cardiff are on 
the assisted area map, they 
know if they opt for that 
part of Wales it will get 
them ESA," he said. 

To prevent companies 
going elsewhere In. the UK or 
Europe, money saved in 
south-east Wales could be 
spent offering greater subst 


Siemens takes to road to urge euro readiness 


By Clay Karris 

Siemens, the German 
industrial group, is stepping 
op its efforts to alert UK cus- 
tomers and suppliers to the 
implications of the euro. 

Already a strong cam- 
paigner on the issue. Sie- 
mens last week took its cru- 


sade on the road, hosting 
seminars in Glasgow, Scot- 
land: Manchester, north-west 
England; and in London. 

While arguing that compa- 
nies must prepare for deal- 
ing in euros, Siemens’ UK 
subsidiary has taken pains 
to avoid any hint of compul- 
sion. Siemens spent DM&5hn 


($1.92bn) last year with 
12,000 UK suppliers. Berad 
Euler, finance director, said: 
“We will not use any pres- 
sure on our customers or 
suppliers to deal with us in 
euros. That would be 
foolish." 

He added: “We will have 
significant business over the 


next years in sterling. We 
have to pay our employees 
in pounds, so we need turn- 
over in pounds." 

Moreover, in spite of Sie- 
mens' desire to balance its 
euro receipts with euro 
spending, smaller suppliers 
would “not be the first tar- 
get to get rid of the euros 


that we get from oar custom- 
ers”, Mr Euler said. 

But suppliers not willing 
to dual in euros would be at 
a competitive disadvantage 
and Kkely to be obliged to 
bear foreign exchange risk 
car sweeten their toms with 
lower prices. Mr Baler also 
pointed out that the euro 



dies in west and mid-Wales, 
or invested in communica- 
tions °”ff infrastructure. 

“If fhae are, as there are 
at the moment, mobile 
inward investment profecte- 
we have to do what we can 
to attract them.” Mr Davies 
said. “But what I think will 
happen in future Is Wales 
will be mare critical in an 
a cMKnuiA Tit of them by loca- 
tion and vary serious Ques- 
tions will be asked about a 
future Acer project in the 
south-east.” 

Eluted Morgan, Labour 
member of. the European 
Parliament for Mid and West 
Wales, said such action was. 
needed to tackle an “econ- 
omy on its knees” - where 
gross domestic product was 
less than 75 per cent of the 
EU average - while still pro- 
tecting the “economic mira- 
cle” of existing investors. 


would affect investment 
decisions. Citing Siemens* 
yum investment in a semi- 
conductor plant In north 
Tyneside, north-east 
England, he said: “We are 
still happy with the decision 
we made, hut the strong 
pound is definitely a burden 
to us.” 


BROADCASTING 


Magazines to move to 
television format 

Srnne of the UlOs best-known magazine* are tbrietiuitw 
television wfifr the taimcb fota year of a channel dedfcatedto 
magazine-related programme a - 

Fcurof foe most piwntoenr pubBahei* df tide* ranging from 
Loaded, a man’s ffeetyie magazine; to The Beano, a chi- 
(hen's comic, wtt tomorrow announce plena for the Magazine 
ChanrieL It wffl be the ft* throe channel has been daefeated 
to programming baaed on magaeftes. - 

(PC Magazines, thaUCs biggest consumer magadne pub- 
Bsher, which owns popular tfttes mfch as loaded and Marie 
Chlm, has joined forces wfih DC Thomson, publisher Of The- - 
Beano; Heymadeet PubKaNng, the company co-foundad by 
Michael Hesettine; and British European Associated PubHah- 
ers, owner of The Axstier.. 

R wiB broadcast on cfigftal television for about abe hours a. 
day, rising eventually to 24 hours. Headwater Cross-Maria, - 
the consultancy developing foe c han nel. Is talldngto British / 
Digital Broadcasting, tha pay-TV company owned by Carton . 
Communications and Granada Group, abate the Megsztoe:. . 
Channel becoming part of BOB’S djgfta! terrestrial service, 
which launches In foe autumn, and negotiate With United 
News & Media, which has* stake In S4C Ofeftal Networks, a. 
digital terrestrial TV company. Cathy Newman London 


Poll sees; further slowdown 

A new pofl of busfoea pote praefote foat eoonomlc growth 
wffl continue slowing, hitting an annuafaed rale of 15 per' 
card fn foe test quvter erf this year. The monthly BOO busi- 
ness trends repi^ latfoched today, covera 'll W respon> 
dents and 5m employees, by bringing together foe resulted 
the main UK business surveys. The report Is oomptod by 
BOO Stay Hayward, business advisers, with the Centre for . 
Economics and Business Research. Simon KUper, London 


GOLD FIELDS 

OF SOUTH AFRICA LIMITED 

ra^naahnt OMM18V08 

Gold Fields of South Africa Limited 

(heorporated In the RcputaBc of South Africa) 

(Reparation number 05/041 81 AM) 

CCFSA") 

/m) 

KWJ 


UJJJfi elds 

Gold Fields Limited 

{frKXjrporaccd in the RepubOc of South Africa) 
(Registration number 97/19961/06) 

(-Gold Reids-) 


Anglo American Corporation of 
South Africa Limited 

(Incorporated in the RepubBc of South Africa) 

(Registration number 01 /05309/06) 

(-Anglo American-) 


anglogoid 


Anglogoid Limited 

(Incorporated lit Hie KepubBc of Saudi Africa) 
(le g ntia lt u n number 05/1 73M/06) 

("Anglogoid”) 


Together "the parties" and 


Driefontein Consolidated limited 


(Inooiptiraled to pie RepubEc of South Africa) 
(Negttntfon number 68/04880/06) 

(-Driefontein") 


Cautionary announcement concerning proposed Driefontein joint venture 


The parties have concluded that it would be in the best 
interests of their shareholders to establish a joint venture 
in regard to their respective holdings in Driefontein. For 
this purpose, they have in good faith formulated certain 
principles of intent, the key points of which are as 
fallows: 

1. Driefontein will be manage d as an independent 
operation by Cold Fields and Anglogoid to derive 
optimum value for shareholders from the exploitation 
of the Driefontein Mining Authorisation Area, ft is 
intended that the interests of Gold Reids and 
Anglogoid in Driefontein shall ultimately be in the 
ratio of 3:2, respectively. 

2. An agreement will be concluded between Gold Fields 
and Anglogoid governing the conduct of the business 
of Driefontein. Major business decisions, including 
the appointment of the Chief Executive and the 
approval of the annual business plan, will require 
unanimity between Gold Fields and Anglogoid. 
Dispute resolution procedures will be put in place 
where unanimity cannot be reached. 

3. It is intended that the agreement will further provide 
that an offer will be made to the minority 
shareholders of Driefontein on terms considered to be 
fair and reasonable by independent financial advisers. 
It is proposed that the offer will be made j'ointiy by 
Gold Reids and Anglo American using, inter alia. Gold 
Fields shares received by Anglo American from the 
GFSA unbundling referred to in 5 below. Following 
the offer, the Driefontein shares so acquired tty Anglo 
American will be exchanged for new Anglogoid 
shares on terms considered to be fair and reasonable 
by independent financial advisers. 


Sponsoring broker to GFSA and Driefontein 


Standard Equities 


Standard Equities (Pty) Limited 

(Ra^fcMtan number 72*0830907) 

(Manta of *w Jatwww&ug Sock Bidwtng*) 


4. Given a 100% buy-out of tire Driefontein minorities, 
the -service agreement currently in place between 
Driefontein and Gold Fields will be cancelled for cash. 

5. Anglo American and companies associated with it wffl 
support unbundling of the Gold Fields shares 
cunentiy held by GFSA (and, in principle, any other 
assets the GFSA board deem appropriate) to GFSA's 
shareholders. GFSA will undertime to effect such an 
unbundling, subject to: 

- the bid to buy-out the Driefontein minorities 
resulting in at least a 50% acceptance (or such 
lesser percentage as the GFSA board deems 
acceptable); 

- satisfactory due diligence; and 

- appropriate regulatory and shareholder approvals. 

6. The parties are also Investigating the further 
possibility of exchanging mining assets, with cash 
adjustments if appropriate. 

in order to conclude the detaffed te rms, condi tions and 
timing of tire above proposals, independent financial 
advisers will be appointed. Shareholders will be informed 
of further details when apfiropriate. These proposals will be 
subject to board approval. 

Shareholders are advised to exercise caution in dealing 
in their shares. A further announcement will be made in 
due course. 


Johannesburg 
15 May 1998 


Sponsoring brokers to Anglo American 


Merrill Lynch 

Smith Borkgm Hare 

SMITH BOKKOM HAKE (PTY) LTD 
kiiii ar m lauuniiu inti uemet 


Legal adviser to GFSA 

ra Bowman 
G ilfill an 
« ^ uj Hayman 
| Godfrey 

ATTORNEYS 
/ L 11 ABL 11 ULD IH: 

Bowman GDOan Hayman 
Godfrey Inc. 

(FWgafrBflon nun*ar 7801916121) 

Legal adviser to Gold Reids Sponsoring brokers to Gold Fields 


Joint sponsoring brokers to Anglogoid 

Merrill Lynch 

Smith Borkum Hare 

SMITH BORKUM HARE (PTY) LTD 


iMiittsaia 


fll 


EDWARD NATHAN & 
FRIEDLAND INC 


Deutsche Morgan Grenfell LLJ 

Deutscha Morgan Granfsl (SA) (Praprtafisy) Lirtted 
(RafluttHtonNB. 950178807) 

Dautsdn Mragan Qrenfed (Proprttay) Umted 
(RetfsttaSon No. 73/0670&G7) 

[Uanta or On Joftarataug Stock Extnnga) 


£ SBC Warburg Dillon Reod 



ArmS-tO-AfriCa row Profitability ends 3-year rise 

B Return on cepttri by UK companies is faffing after three yams 

ohr\\AfO imnArforiAD of almost oonstart growth, *ays a survey today by Expertan,. 

snows imponance 

r . , .. I 9.7 per cent to 9L5 per cent after inflation in the hat quarter, of 

AT hmnn \A/D LrOOn 1997. and may have foflen further. says the survey based on 

(J| L/Cll IU VVCll I vUU financial results of foe UK*a 1,000 largest companies. The 

w sharpest dec&ies were In eiadronlcs and engfoeerfog, both 

vulnerable to foe pound’s strength. Shnon Kiper, London 


Ministas win now be 
under greater pressure 
to absorb and inwardly 
digest their briefs, 
says David Buchan 

I f there is one certain result 
from the “anns-to- Africa” 
affair, it is that Foreign 
Office ministers will have a 
lot more papa to read in the 
futur e. 

During the furore about 
British intervention in 
Sierra Leone. UK diplomats 
have seen how even the- lofti- 
est of their number nan slip 
up an the issue of briefing 
ministers. 

The Foreign Office had 
been rather savouring the 
entry of its top official. Sir 
John Kerr, into the affair. 
Haying suffered press and 
ministerial criticism, the 
diplomats relished the idea 
of Sr John galloping to their 
rescue on Thursday before 
the House of Commons 
foreign affairs committee. 

And tattle on their behalf 
he did. Indeed, he overdid it 
- appearing to suggest that 
Tony Lloyd, junior minister 
responsible for Africa, had 
been told more by officials 
thvo he tad disclosed to the 
House of Commons in March. 

Just hours later Sir- John 
rushed out a sta teme nt, say- 
ing that a re-reading of the 
briefing paper given to Mr 
Lloyd before a March 12 
debate on Sierra Leone con- 
tained a reference to Sand- 
line International, the UK 
militar y consultancy at tho 
heart of the row about 
Britain's role in the restor- 
ation of President Ahmed 
Kabbah; but that there was 
no mention of the possibility 
that the company had bro- 
ken United' Nations sanc- 
tions or was the target of a 
customs investigation. 

The extraordinary sensi- 
tivity to Mr Lloyd of Sir 
John’s initial -inference was 
dear from a matching state- 
ment from the minister. He 
said that back in March he 
had not been, “briefed, told, 
advised or in any other way 
informed orally, or in writ- 
ing” a$ the sanctkms-busting 
allegation or investigation. 

Quite what Mr Lloyd 
meant by “any other way” 
was not dear. But his state- 
ment has reinforced the 


impression amo n g di plomats 
that they must not only put 
more an paper to their cur- 
rent masters, but also check 
that ministers absorb and 
inwardly digest their briefs. 

Such a regime is .in con- 
trast to the picture painted 
by Sir John of devolved 
responsibility iwrfiip the For- 
eign Office. He had been con- 
tent with the way the Africa 
desk had dealt with Sand- 
line: taking the company's 
phone calls for any light 
these might shed on the situ- 
ation in Sierra Leone, .keep- 
ing these conversations 
“one-sided* and giving noth- 
ing away in return, and 
passing allegations of sanc- 
tians-busting on to customs 
- all this without telling 
their chief. ' \ 

“I don’t feel officials were 
in any way at fault in not 
telling me" of these. Sir. 
John said. ; - 

He was finally told in 
early April, when it emerged 
that Sandline’s defence 
would be to claim Foreign 
Office complicity. Even then: 
“I was not hugely concerned 
because l was confident that 
these guys who work in the 
Foreign Office would have 
got ft right” 

He passed the news to Mr 
Lloyd, bid. “did not feel it 
right to bottler" Robin Cook, 
the foreign secretary, “who 
Is supposed to be laying out 
strategy", especially during 
the busy time of Britain's 
six-mo nt h presidency, of the 
European Union. 

This devolution of respon- 
sibility has. suited not only 
Sir John’s desire to get more 
involved in policy than bis 
predecessor, but also Mr 
Cook. He made clear his 
wish to focus on a few big 
issues and to keep the minor 
ones out of his boxes of 
briefing documents - - an 
example that appears to 
have been followed by junior 
ministers. .. 

To the old guard, indud-; 
ing one of Mr Cook's minis- 
terial predecessors. Lord 
{ Douglas ) Hurd, tills snacks 
of laziness. To others ft has 
been a welcome change from 
micro-management 

Mr Cook will now have to 
change ids style and end up 
reeding for more dispatches 
than if he had never made a 
fuss about not bang briefed 
on SandHne. 


HEALTHCARE 


Insurer launches new scheme 

Norwich Union Healthcare. Britain’s fokd biggest health 
uisuer. fe tauncMng Britain's first frisurance product to cover 
services provided by family doctors. The schema wffl be 
backed by a 24-hour, year-round heiptim, with home visits 
available at a price. The package - which follows other, so far 
largely unsuccessful, a ttempts to move primary care into the 
private sector - Involves a tie-up with Mec fi centree, the small 
but fast-growing chain of drop-ln doctor services run tty Sfe> 
_dak Montrose, in which Norwich Union has a 5 per cent 
stake; Nfchotas HmmiRS, London . , \ ' * • .t 


BA says sorry to Branson 

British Airways has apologised to Retard Branson, chairman 
-of Virgin Atlantic, for aocusing him last week of hypocrisy. It 
has also recaUed and destroyed afl copies of its weekly staff 
newspaper, BA News, which repeated foe allegation. 

The apology followed press reports over an 18-month Euro- 
pean Commission investigation Into BA’s rotations with travel 
agents. Last year, Brussels threatened to fine BA ovar tts 
sales techniques. Sir Colin Marshall, BA’s chairman told Mr 
Branson he regretted BA has used foe word "hypocrisy” In a 
press release. Mchaef Sfcapinloer, London 


Strike threat at BBC 

The BBC is bring threatened with two 24-hour strikes which 
could dlsngjt coverage of Important sporting events, the - • 
National Lottery and other popular programmes. The biggest 
union in foe BBC, Becto, which represents cameramen, sound 
engineers and lighting technicians, yesterday said strikes! 
would take piece on Jisie 4 and 9 over proposed changes in 
working practices and foe structure of the corporation. 

In a ballot, 68 per cent supported strike action against mut- 
tl-skflfing and salwy management proposes. In a separate . 
vote, 73 per cent voted against setting up Resources Ltd, a 
subsidiary, to handle some existing BBC operations such as 
outside broadcasting. Jimmy Bums, London : 


LOBDCUPUPP 

Former Fleet Street editor dies 

Lord Cudtipp of Akfirigboume died yesterday aged 84, Ns 
family announced. He died at hta home In Chichester, West 
Sussex, after bring iS for some time w/tfrfang cancer. 

■He became Fleef Street’s youngest, editor at 24 when he 
was appointed eefitor of the Sunday Pictorial, later renamed 
the Sunday Mirror. . 

Former Daily Mirror editor Richard Stott - now a columnist 
with foe' News of the Wodd - said: m Hugh CudRpp was one of 
foe greatest tabloid journalists there ever was. He was foe . 
architect of foie Mirror of foe 40s and 50a, and the man who 
made the Minor, together with Gec9 King. They made a 
superb partnership.” 


Coalfield rescue plan attacked 


By Andrew Taytor, 


The UK gov ernme n t should, 
force generators to . sell 
unwanted coal-fired power 
stations rather than pursue 
a coalfields rescue scheme 
that would increase custom- 
ers’ electricity bills, minis- 
ters were warned today. 

An < 9 ei letter from con- 
sumer groups to Geoffrey 
Robinson, a Treasury minis- 
ter, published today in the 
London edition of the Finan- 
cial Times, says helping coal 
communities should be' 
regarded as social policy and 
be paid for by . taxation 


rather than electricity 
charges. The Electricity Con- 
sumer Committees, the 
' Energy Intensive Users 
<ho up and the Utility Buy- 
ers Forum are concerned the 
government win seek to pro- 
tect coal markets by continu- 
ing Its moratorium on bufld- 
' tog gas-fired power stations. . 
■ The moratorium was 
imposed last year to allow 
the government’s review of 
power station fuel policy to 
be carried out. The foldings 
are due to be announced by 
the end of next month. 

An extension to the ban is 
part of a deal to safeguard 
the deep^mine coal industry 


canvassed by Mr Robinson. 
He wants to spare the UK's 
remaining mining areas the 
economic deprivation caused 
’ by closures since 1985. 

However, there is opposi- 
tion to the plan within gov- 
ernment, and those dose to 
the review stress that is only 
one of a number of options 
being considered. “Extend- 
ing the moratorium would 
be a very blunt instrument,” 
said one senior member of 
the government • 

Customer grottos say an 
extension of the m or ato rium 
would restrict competition. 
They complain that the 
. three large coal burning gen- 


erators, National Power, 
PowerGen and Eastern Elec- 
tricity, have used their mar- 
ket power to manipulate 
wholesale electricity prices. 
They add that generators 
would rather mothball or 
close a coal-fired plant than 
sell it to a competitor. 

The letter to Mr Robinson 
says: “At the very least they 
should sell mothballed 
plants or allow tolling [a 
form of leasing] giving 
greater coal burn. The cur- 
rent market encourages gen- 
erators to shut cool plants as 
it pushes up prices." 

Lax, Page 18 
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LUCY KELLAWAY 


Prepare to survive in 
brave new workplace 

Lucy Ketlaway on the post-job era where ^ envelope fw further 


you must “leverage your uniqueness" and 
develop a passion for teaming 


fwhes new scte 


Are you a chameleon -tike 
day-today value adder? Do 
you turn everyday life into a 
learning lab? You don't? It 
seems you are not ready for 
the workplace of the future. 

I have been reading Work 
This Way , the new book by 
Bruce Tulgan, the US's 
youngest management guru. 

He has chosen to add his 
own charnel eon- like value 
through the study of 
Generation X. hi this v olume 
he tells us all we need to 
know about how. to survive 
in the brave new world. The 
first step is to “leverage your 
uniqueness”, step two is to 
“globalise yourself" . Yon 
must also develop a passion 
for teaming and learn what 
you love. (If you don't know 
what you love to leam, you 
can keep a diary of your 
“spontaneous teaming” 
which will help yon find out, 
he advises.) 

This would be thoroughly 
depressing were it not for 
the fact that this future Is 
based on a shaky premise. 

“It’s all over,” Hr Tulgan 
writes on the back cover of 
the book. “AH of it Not just 
job security. Jobs are all 
over. We have entered the 
post-jobs era and there is no 
turning back." 

This is tosh. Jobs are not 
over. Neither is joh security. 

The latest surveys in the UK 
show that typical managers 
are in th«fr 40s and have ‘ 
been in the same job far 
about a decade. That doesn't 
sound very post-job to me 
Most young high flyers say 
that they might rhangp . ; 

employers, but most of them 
stay put 

And what do employers 
want? Do they want 
voracious learners or ... 
uniqueness? ’ A c co rding to a , »c.'sc-i i*-s a*-*. : 

survey conducted by Cahpa:, . “ 
a Princeton-based • 
consultancy, what they want 
is good, old fashioned, 
conscientiousness. 

Wbat has chtufleeff ate - ' ' 
people’s perceptions. IF 
enough people like Mr 
Tulgan go an about how 
much things have changed, 
people start to believe it - 
There has been some change 
at the edges. People do- 
switch jobs a little more 
often, a few lucky people can 


work flexible hours, people ' 
train more ti ^ n they n sed 
to. But aB this is marginal. 
The truth is that the present 
is prett y much like the past, 
and the fixture win be much 
like the present. 


If ever there was someone 
who has globalised herself 
and leveraged her 
uniqueness it is Anita 
Roddick. But far from bang 
in tune with the workplace 
of the fixture, she is so much 
at odds with it that last 
week she stepped down as 
chief executive of Body 
Shop. When I had lunch with 
her last summer she made 
dear what she thought of 
the young people Body Shop 
employs: they were risk 
averse, legalistic, ambitious, 
not very imaginative, and 
always trying to do tbmgs- 
by the bode 


“Lucy, Try this, it works! - 
S." The message was on a 
Post-It note stuck to an 
article about how to improve 
yottr public sp eaking Who 
was S? And why were they 
sending it to me? 1 cast my 
mind back to the last 
occasion I had spoken to a 
group - was there someone 
in the audience who felt 
moved to offer help? But it 
must be someone I knew 
well, or else they would not 
sign themselves S; I 'looked 


dues and discovered that 
the person didn’t know me 
at afl - they had spelt my r 
name wrong. 

' And then I saw that the 
article was an advertisement 
and realised the whole thing 
was a set-up. Colleagues 
report that they, too, have 
received advertisements in 
the guise of cuttings sent by 
friends, and each of them 
has been taken in - for a 
while. What a clever idea, 
you might think, at least it 
made us look at the thing 
On second thoughts, maybe 
not. No one likes being 
duped; it is not a good basis 
far closing a sale. 


Doug I vester . the new 
nhabrnan and chief 
executive of Coca-Cola, is a 
prototype boss for the 2lst 
century. That is the view of 
Fortune magazine which 
described how be spent his 
first 24 hours on a visit to 
Shangtnaf He wake Up at 
dawn to open a battling 
plant, bad back- to-back 
meetings, hosted a dinner - 
and passed half the night 
combing the city looking for 
vendors of his fizzy 
beverage. Were I a Coca-Cola 
shareholder I would have 
mixed feelings. Does it show 
that he is driven, obsessed 
with the brand and 
determined to make it more 
successful? Or does it show 
that he is heading straight 
far bum-out, unable to 
delegate or set priorities. 
There is a lot to be said fix- 
bosses who know the value 
of a little beauty sleep. 
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PROFILE- STAN SHIH, ACER CHAIRMAN 



priest of 



high-tech 


Laura Tyson on a 

visionary who 
eschews the 
trappings of 
wealth and power 

P"* hi his native Taiwan, 
Stan Shih . the chair- 
man of computer 
manufacturer Acer, is 
revered by many as a vision- 
ary. His popularity verges on 
cult status. A self-made man, 
he has inspired a gemmation 
of high-tech entrepreneurs. 
His company is the crown 
jewel of the government's 
Made-in-Talwan campaign to 
promote the island's indus- 
try. So highly is he esteemed 
that Lee Teng-hui. the presi- 
dent, once considered invit- 
ing htm to become premier. 

But some of his peers in 
the business community 
have thrir reservations. He 
is perceived by many as a 
latter-day Don Quixote: bril- 
liant but possessed by impos- 
sible dreams, tilting hap- 
lessly at the windmills of 
international commerce. 

Mr Shlh has devoted much 
of his career to the sin- 
gle-minded quest of building 
his company into a top inter- 
national brand n«nu» and, by 
extension, reversing the neg- 
ative image of Taiwanese 
products in the global 
marketplace. 

“We believe that intellec- 
tual property, which 
includes creating a brand 
name, is the future of 
Taiwan's competitiveness,” 
he says. "Ihat is the reason 
Acer has this vision and 
commits much more 
resources than other Tai- 
wanese companies to this 
area.” 

Mr Shlh plans to help fuel 
the 1 revolution by-coffering 
venture capital to establish 
lOO-plus software companies 
by 2010. By the same year he 
aims to have a third of 
Acer's profits and a sixth of 
its revenues derived from 
software. •• 

The centrepiece of the 
plan is Acer's 425-acre 
Aspire Park, now under con- 
struction in northern 
Taiwan. Mr Sbih describes St 
as a “mini-Silicon Valley", 
which he hopes wifi one day 
produce the “BCD Gates of 
Taiwan”. 

“We are world-class in 
many areas, especially in 
high-tech manufacturing,” 
he says. “But to cultivate a 
software culture with the 
necessary creativity, innova- 
tion and marketing skills 
takes much longer. We have 
to start now, because 
Taiwan’s competitive edge 
can only last 10 mare years." 

As part of the drive to ere- ’ 
ate a brand name in soft- 
ware as w&Q as hardware, 
Acer recently set up an on- 
line ticketing joint venture 
with Hong Kong-based 
Golden Harvest, the world's 


biggest producer of Chinese- 
language films. The com- 
pany is spending US$10m to 
sponsor the Asian Games 
and is providing computer 
systems far the event 

Mr Shih’s vision has 
brought Acer to where it is 
today, though it has often 
been a rough ride. After 
nearly going bankrupt in the 
early 1990s, Acer now ranks 
number three in total PC 
sales, but much of its busi- 
ness is supplying PCs under 
contract to western brands. 
Its own brand is only the 
eighth biggest in the world; 
and its goal of reaching the 
tpp five appears more dis- 
tant than ever, notwith- 
standing an announcement 
that Acer will take over Sie- 
mens' PC manufacturing 
plant in Germany. 

The company's attempt to 
make a splash in the crucial 
US market with the sleek 
Acer Aspire PC flopped 
disastrously, due largely to 
marketing failures. That cost 
the company $120m in 1996 
and 1997. The troubles at 
Acer America, coupled with 
losses at its memory chip 
joint venture with Texas 
Instruments, led to overall 
losses of ¥l£Lm last year - 
Taiwan's biggest corporate 
loss on record. 

Mr Shih is philosophical. 
In his book Me-Too is Not 
My Style, he details the 
many setbacks Acer has 
encountered - and the les- 
sons learned - since it was 
founded in 1976. "I would not 
be surprised if I am the CEO 
in Taiwan who has paid the 
highest tuition in learning 
those lessons,” he writes. 

Critics say Mr Shih should 
abandon the brand-name 
drive and focus on what 
Acer does best - producing 
toP-quality PCs and compo- 
nents efficiently and at a 
competitive price under con- 
tract “At some point Stan 
has to main a decision 
[about] how much more he 
wants to invest in building a 
brand name," says Liu Chi- 
tung, an electronics analyst 
at SBC Warburg. "It is 
extremely difficult far a Tai- 
wanese company to become 
a widely accepted brand in 
the US market” 

Acer counters that its 



brand strategy helps attract 
contract orders. But the 
catch is that if Acer does 
break into the top five, then 
it will be competing with its 
own clients. They might 
sever ties, depriving Acer of 
the economies of scale it 
derives from its flourishing 
contract business. 

Mr Shih is just as sin- 
gle-minded in his personal 
life. He collects neither wine 
□or wives, eschewing 
Taiwan’s customary trap- 
pings of wealth and power. 
He lives with his mother, his 
wife and three children, wnd 
buys clothes an discount 

There is no wood-panelled 
executive suite at Acer, nor 
any expensive paintings on 
the wall Employees call him 
by his first name. His spar- 
tan office is only a few feet 
away from a floor full of 
staff. His door is usually 
open and employees are wel- 
come to pr*tor and ask ques- 
tions. 

His management style 
would not stand out on the 
west coast of America, but in 


Taiwan, where employees 
are often made to wear com- 
pany uniforms and even 
senior managers are 
required to punch into time- 
clocks. it is nothing short of 
revolutionary. 

At the core of Mir Shih’s 
business philosophy is the 
belief that human nature is 
fundamentally good. He 
trusts subordinates, listens 
carefully, and delegates. 
Because he does not impose 
decisions, some complain 
that he is indecisive. But he 
believes that letting people 
matfp their own mistakes — 
and take responsibility for 
them - Is good for personal 
growth. 

Mr Shih describes his 
management model as “col- 
lective entrepreneurship”. 
He says: “I do not like my 
colleagues to be yes-men, 
neither do I like the idea of 
being treated as a boss." 
Acer was among the first 
companies in Taiwan with 
an employee share owner- 
ship programme. 

Even his wife, Carolyn, 


THE ESSENTIAL GUIDE TO STAN SHIH 


Bonn December IB, 1944. 

Early careen His father died when Stan Shlh 
was three. He was raised by his mother who 
ran a small grocery store. He says she is the 
greatest influence in his fife. From her, he 
teamed his first business model. "Stationery 
offered higher margin but lower turnover, while 
duck eggs, though slim in margin, tuned over 
cash every day. 1 made more money selling 
eggs than stationery," he says. 

In contrast to maty of his peers In Taiwan's 
high-technology industry. Mr Shih did not 
study or work abroad. He was hired from 
university as a research and development 
engineer. One of his earfleet inventions was the 


electronic watch pen. Ha founded the 
forerunner of Acer with $25,000 (£15,00(9 
collected from his wife Carolyn Yeh and other 
partners. 

Favourite food: Chinese noodles. In deference 
to Ms mother, who b a devout Buddhist and a 
vegetarian, he eats little meat 
Hobbies: Apart from an occasional game of 
go, Mr Shih’s chief hobby is work. Although 
trim, he recently took up golf snd walking. 

Mr Shfri says there is a "poor young men's 
culture" at Acer. Early on ha emphasised the 
"Shortcomings of being rich" but concedes in 
his book that Acer nearly felt victim to those 
evils after flotation in 1988. 


says in Me-Too is Not My 
Style: “My better half is so 
interestingly boring.” She 
says her husband takes very 
seriously the conferences 
others regard as merely 
social gatherings. He is for- 
ever paring over large stacks 
of documents when in his 
car or on the plane. 

Mr Sfrih is a weOspring of 
folksy aphorisms, manage- 
ment theories, motivational 
slogans and business psycho- 
babble. Acer's manufactur- 
ing operations are based on 
the “fast-food business 
model” patterned after 
McDonald's. According to 
"Stan’s smiling curve", 
speed is the main competi- 
tive edge, not cost Under 
the “Acer l -Zr3" theory, cor- 
porate resources will first be 
allocated to taking care of 
customers, then employees, 
and finally shareholders. 
(That may help explain their 
disenchantment with the 
shares' performance.) 

Mr Shih advocates 
“playing with an open deck" 
In staff relations. About his 
company, of which ha and 
his family admit to owning 
3.26 per cent, he says: “I 
would rather lose control 
a nd make money than be in 
control and lose money.” 
Other favourite axioms 
include “Go big or go home" 
and “Where's the beef?". 

From go, the oriental game 
of which Mr Shih is a devo- 
tee, he has adapted the strat- 
egy of “surrounding the dty 
from the countryside". The 
moral is to establish a strong 
foothold in smaller markets 
before tackling bigger ones. 
In spite of the setbacks, that 
remains Mr Shih's dream. 




Sheraton business traveller Services 



you’ve planned everything* but forgotten something. 


Trust Sheraton and AT&T to make your 
life easier and more productive. 

__ In addition to fully equipped 

business centres,; the re’s free eariy 
AW departure coffee, hre night dining and 
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INSIDE TRACK 


BUSINESS EDUCATION HONG KONG 


Fear goes 
with the 


territory 


Business schools In 
the former colony 
soon find out rf they 
pass muster, writes 

Louise Lucas 


» International 
management colleges 
operating in Hong 
Kong are this month anx- 
iously awaiting the results of 
one of the biggest tests they 
have ever faced. 

Failure could mean, they 
have to pull down the shut- 
ters on what has tradition- 
ally been one of the most 
lucrative markets for dis- 
tance learning courses; a 
pass could be conditional on 
heavy investment 
The test is accreditation. 
The Hong Kong government, 
forced into action by a spate 
of charlatan courses which 
were expensive but poor 
quality, decided to clean up 
the territory's image by forc- 
ing all courses to register. 

Organisers of some 240 
courses offered in Hong 
Kong duly submitted their 
applications, and on May 23 
will learn whether or not 
they may continue in busi- 
ness. 

Quibbles against the ratio- 
nale are almost minimal . 
Hong Kong is a fertile breed- 
ing ground for cowboy oper- 
ators: education is highly 
valued, and courses which 
do not require career breaks 
are in big demand. 

Nor do the academic crite- 
ria - essentially, showing 
that the course matches the 
home country course and 

that learning materials are 

comprehensive - raise any 

hackles. 

Indeed. Joseph DiStefano, 
executive director of the 
newly opened Richard Ivey 
School of Business pro- 
grammes in Hong Kong, 
describes the process as 
" very thorough and vigorous 
and fair”. 

However, in its zeal to 


ensure would-be students 
are not ripped off, Hong 
Kong has “over-corrected the 
tiller,’' says Rod Pryde. 
director of the English Lan- 
guage Centre at the British 
Council. 

Henceforth, rooms used 
for teaching or exams must 
comply with the stringent 
fire safety standards 
required for schools: which 
means the distance hum the 
classroom to the front door 
and the widths of the corri- 
dors are all under scrutiny. 

Most galling of all for 
course organisers is the stip- 
ulation that premises must 
be on floors lower than 24m. 
In densely packed Hong 
Kong, where the vast major- 
ity of the population live and 
work above this level in 40 
and 70 storey blocks, the 
rule is seen as excessive. 

There is a let-out courses 
without the means or will- 
ingness to go through the 
process can exempt them- 
selves by linking up with 
one of the ll local universi- 
ties and colleges to offer 
joint programmes. Some 100 
courses have sought this 
option. 

Mr Pryde welcomes the 
choice, saying it will give 
courses more IT support and 
furnish local institutions 
with a more international 
outlook. Everyone wins in 
this situation, he says - 
except possibly agents. 

Christine Jensen, pro- 
gramme director at Henley 
Management College, is less 
convinced. “There’s a second 
agenda here, which is to give 
a little more credibility to 
the ll institutions. A lot of 
schools will be linking, 
because then registration 15 
almost nfl.” 

But, like many of her 
peers, she sees less in. it for 
the students themselves. 
Hong Kong MBA students 
are typically in their mid- 
30s, working foil time. Their 
requirements are flexibility 
and. convenience: many of 



TRAVa UPDATE 


Savings on 
SAS frequent 
flight card 


Business travellers taking 
frequent flights from London 
to Scandinavia can buy tickets 
for ID, 20 or an unlimited 
number of single flights stored 
on a card that can be used at 
automatic check-tn machines. 
SAS, which has been sailing 
the cards in Sweden, Norway 
and Denmark for two years, is 
making them available through 
UK travel agents. SAS says 
the cants offer significant 
savings; the card price of 20 
single flights to or from Oslo 
Is £750 less than the 
combined cost of 20 economy 
tickets bought separately. 


they shower. The asflna has 
opened its first arrivals lounge 
in the airport’s Terminal Three 
for passengers traveffing in 
Business First Class and top 
tier members of Its Aaropian 
frequent flyer programme. The 
lounge has 11 showers and a 
small business area with fax 
machine, printer and five work 
stations, each with a 
telephone and laptop 
connection. Air Canada plans 
this year to open a similar 
lounge in Vancouver and at its 
home base in Toronto. 


Ladies at lunch 


Praise indeed 


Trans World Airlines and 
America West have emerged 
as best US long-haul and 
short-haul airlines respectively 
in a survey for Frequent Flyer 
magazine. Both won praise 
from regular travellers for 
punctuality, convenient 
schedules, smooth check-in 
procedures and food service. 
America West was also reted 
above average on flights of 
more than 500 miles, as were 
Continental, United and 
American Airlines. Passengers 
said getting away on time 
remained their top priority. 
Scheduling, ease of check-in 
and seat comfort were also 
crucial but food was rated 
less important 


Women traveHers shuddering 
at the prospect of doing 
business in France during the 
World Cup may find reflet in 
an offer from Belais 
A Chateaux hotels, if four 
women make a reservation'- to 
dine at any of 100 French 
hotels and restaurants 
between June 10 and July 12, 
only three win pay. The 
restaurants Include Au 
Crocodile in Strasbourg, 
Trotegros In Roanne and the 
Restaurant Michel Rostang in 
Paris. The deaf covers only 
food, not wine, . 


East side story 


Arrive in style 


Air Canada passengers 
arriving at London Heathrow 
can have suits pressed while 


Toronto-based Four Seasons 
hotel plans to open a . 
140-room, five star hotel at 
Canary Wharf, m Docklands, 
east London. The group has 
been encouraged by the lack 
of top hotel accommodation 
in an area of rapid business 
growth, by the extension of 
the JubHee Underground fine 
to the area and the preseme 
of nearby London Cfty Airport 


Roger Bray 
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NEWS FROM CAMPt§_ 


Virtually, ready 
to start work 
at Wharton 


are sponsored by the . . 
Guardian newspaper and 
applications dose this month. 
Contact Hstoi Owd-WL 
275 637* •’ 


Flexibhty is everything: students, typtcafly In their mid-30s aid working fuB trite, are not wSrig to wait in fine 


the local institutions are in 
far-flung parts of the terri- 
tory, and hours are strictly 
regimented within the work- 
ing day. 

Ms Jensen says: “The 
people we deal with come 
Saturdays and evenings; 
they need service now, 
quickly, and are not willing 
to wait in line.” 

Thus the Henley Manage- 
ment College courses are 
among the 240 scrambling to 
meet stringent fire and 


When students meet for 
workshops or exams - a 
mgvtmnrp 16 tjmA« a year — 
they have free use of an 
office. Unfortunately this 
will no longer he possible: 
the door is marginally too 
far away from the fire exit. 

The government arm 
responsible for accreditation, 
the Non-Local Courses Reg- 
istry, says it too queried the 
stringent regulations, and 
was told by the Fire Services 
Department that to issue a 


Students have free use of an office. 
Unfortunately this will no longer be 
possible: the door is marginally too 
far away from the fire exit 


safety requirements - the 
area giving the biggest head- 
aches. 

“Why does a person sitting 
an exam or learning have to 
be safer than a person who 
works there all day every 
day?" splutters Elaine Healy, 
Hong Kong representative of 
the Institute of Chartered 
Accountants of Australia. 

Ms Healy, who represents 
some 40 courses, shares 
premises with one of the big 
accountancy firms in one of 
the smarter office blocks in 
Central, the prime business 
district. 


fire safety certificate it had 
to be “100 per cent sure” 
there were no risks to safety. 

An exasperated Ms Healey 
has been trying to find alter- 
native space, but few land- 
lards are interested in such a 
sporadic tenant She thought 
she might, strike lucky with 
Hong Kong's recently expan- 
ded Convention and Exhibi- 
tion Centre, which tits on 
the harbour and which 
played host to last year's 
handover ceremonies. 

Bat she was foiled again: 
the building, she says, was 
not deemed safe. She has 


been told her only option is 
to rent out a room at the 
YBtfCA. There Is no accoun- 
tancy library there and the 
whole atmosphere is less 
professional. Yet it will 
incur additional expenses. 

There are other costs. The 
Non-Local Courses Registry 
is charging HK$3S r 200 
(£2,635) per course, and 
d efining a course as any dif- 
ferent entry or exit point. 
Thus an MBA course that 
can be completed in two or 
three years is interpreted as 
two courses, with registra- 
tion fees of m$66,4tXL . 

Annual checks will cost a 
farther HK$16,600, although 
it is envisaged that after the 
process settles down these 
will only need to be carried 
out on a sporadic basis. The 
fees, say the government, 
cover its own costs of regis- 
tering courses. 

“The charges are enough 
to stop unscrupulous week- 
by-week designed courses, 
but it would also deter small 
volume high quality 
courses,” says Mr Pryde. 

Be says that the costs, 
added to the rihaae to snap 
up the few suitable premises, 
pose a double whammy. 
’'Ultimately, who will pay far 
registration and premises? 
The students." 

Privately, operators say, 
the government concedes 
there are problems with the 
law, which was enacted in 


July 1996. Subsidiary legisla- 
tion was put in place one 
year later, just before China 
resumed sovereignity. 

“The way it’s being han- 
dled it's an absolutely 
exhausting mental process,” 
says Ms Jensen. Ms Healy 
adds: "We had the change of 
sovereignity so it was 
rushed through very fast 
without a lot of thought 
given to It Now wo are pay- 
ing far that" 

The foil extent of the price 
exacted has yet to . be 
revealed, but students are 
likely to be among the- casu- 
alties. Courses rejected by 
the accreditation board must 
cease operations, although 
they may appeal. 

“Some people might be 
halfway through a degree 
which Is than discredited 
and these people will have 
no - comeback,” soys Ms 
Healy. "You are trying to 
protect -these people, but In 
reality, you are going to 
destroy, their fives and they 
will lose a lot of money far 
the parts of their degrees 
they have already sat" 

This is acknowledged by 
the government “Whether 
the student could claim com- 
pensation from the operator' 
all depends an their contrac- 
tual - terms. But [if not 
accredited! the course has to 
be stopped,” says Fanny 
senior education' offi- 
cer. 


I Students' joMng Wharton's . 

MSA-progpamme trite .autumn 
I are already getting Into foe ; 

I swing of- things and . 
contacting te«ow students- ; 
over the internet 

ertafldMs a wad site, 
developed to fotrochfce^n&M 
students to Wharton. What-, 
has proved surprising, says 
Geny McCartney, the school's 
chief information officer, te 

how the prospective students; 

| are using the web site. 

As well as asking the . .... 
mn-of-the-mfll questions, the 
students have formed an 
| electronic community, 

I swapping ideas on 
acconvnodstion and arranging 
face-to-face meetings, Mr 
McCartney believes this will 
help students hit the ground 
running when they start the 
MBA in the autumn. 

About 500 prospective 
MBAs have already logged on 

to the system. 

Wharton: 

i www.whartonMpenn.QdLi/ 


Stem reserve? 


Volcker services 


; Rjrmar ctwkmm e# the U§ 

I. Federal Reserve Systertt fteUT 
Votaker, hes been »pp<Jtated 
as visiting professor rt 8* 
Stem school at New Yottr. 
University. The profwjscrifcip 
has been made poseflafli 
through a donation from- . 
Henry Kaufman, prosWarjto* .. 
Henry Kaufman & Coctparty ' 
and a doctoral graduate 
NYU to 195a • ■ 

Stem: www.steninyu.acfo. : 


Entrepreneurs^ 
cash in 


Getting the 
Getwy look 


LatartMs week the \ 
Weathertiead School of 
Management at Case Western 
■Reserve University in 
Cleveland, Ohk), wiH 
announce a $40m expansion 
plan. The centrepiece wH be a 
building designed by architect 
Frank Gehry, who designed 
.the ChJsgenhrirn Museum in 
Bilbao, Spain. 
Caseewvnv.Gwnj.edu 


Manchester 

scholarships 


Ambitious women managers 
who want to study for an 
MBA can apply for a £16,000 
scholarship 'to study at 
Manchester Business School 
1TW0 schotarshfps are 
available, one on the fuB-time 
and the Other on Ihe part-tana 
programme. The scholar sh ips 


The MTT Entrepreneurship 
Competition tradltionafly - 
attracts Wgh caflbre entries, 
not feast because of Hs first 
prize of $50,000 (£30,000). - 
This year the competition was 
so stiff that the uriverafty . 
declared two winners. 

An anonymous donation of 
an additional $20,000 meant 
that both the winners - 
Volunteer Community 
Connection, wWdt matches; 
volunteers and nonprofit 
organisations, and Direct Hit, 
a software provider - received 
$30,000 each. Direct Hit 
already has venture capital 
furrtng of $1.3m. 
KUTwabjnitBdu/SOktwww/' 

• Meanwhile, a team from 
the University of Georgia's 
Terry College of Business has 
won the international 
entrepreneurship competi ti on 
at the University of Austin, . 
Texas. The wfnrwig teem, 
which beat peers from 23 
other business schools, 
Including Babson and Keflpgg, 
took home a first prize of 
$15,000. 

The team put together a 
business plan to manufacture 
and market a vaccine - 
developed by a Georgia 
veterinary professor to steriliss 
female dogs without surgery. 
Terry: wmf.cbaMge.edu/ 
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OK BUSINESS TRAVEL BY TRAIN TO SCOTLAND 


Double-headed contest for travellers 


Tom Lynch on the companies competing in the race across the border 


TT’, The train beats the 
aeroplane far most business 
> * a trips under a couple of hun- 
dred miles, given the time spent 
checking in, trailing in and out of 
airports and waiting for baggage. 
On longer trips, like London to 
Edinburgh, the contest is more 
equal, though the chance to spend 
time reading or working gives the 
train the edge for centre- to-ceatre 
trips. 

For longer journeys, trains have 
to try that bit harder. London to 
Glasgow is one of the few trunk 
.routes on which two rail compa- 
nies are competing for business. 
Great North Eastern Railways goes 
north from London via York to 
Edinburgh, then takes a curious 
dip south and back up to Glasgow. 


Virgin Trains heads north-west 
then north via Stafford. Wigan and 
Carlisle. 

GNER started this particular 
contest with an advantage: east 
coast track and trains were mod- 
ernised in the last decade, white 
Virgin took over much older 
rolling stock, running on elderly 
track and. wiring. 

Richard Branson put his Virgin 
brand on the trains, which was a 
bold move: the service is only as 
good as the track it runs an. so it 
has taken a bit of a pasting as it 
has turned in some pom: figures for 
punctuality. 

GNER’s first-class coaches are 
modern, comfortable and furnished 
in a variety of shades of grey. My 
Virgin service from Glasgow 


favoured rosy chevron-patterned 
seats with lots of fawn elsewhere, 
though -the company is about a 
third of the way through a refit - 
and new trains will be along in a 
few years. 

The level of service Is similar: 
the companies offer at-seat service 
from the buffet and full meals in 
the dining car, as wall as The Dally 
Telegraph. Both also offer various 


executive packages. Incorporating 
meal vouchers, steepen; and Lon- 
don Underground connections. 

GNER does provide unlimited 
free teat and coflfee, while Virgin 
charges £1-50 a time. But given the 
sometimes violent lurches’ an the. 
west coast line to the badlands and 
north of England, ft is perhaps just 
as well Virgin's people are not 
roaming the aisles with pots of hot 
HquitL 

The rocky ride on the west - . 









where track improvements are., 
promised - also makes a virtue of 
the modem fashion of serving food 
to vast soup bowls. The standard of 
catering In both trains shows some 
improvement on the old British 
Rail, which in any case did not 
always live down to the music ball 
jokes. 

Both King’s Cross (used by 
GNER) and Euston (used by Vir- 
gin) have lounges for first-class 
passengers. Glasgow Central does 
not though there is a coffee bar on 
the other ride of the. station from 
the London platforms and a bar t 
and restaurant upstairs where the 
departure boards used to he.. 

Buy your newspaper before yon 
get to Glasgow Central, though; 
thekksk beside the* platforms has 
closed and the paper shop . is 
cramped. 


-5 ¥ :: _ . 
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TO HEATHROW AIRPORT 


RAIL INFRASTRUCTURE 


Cheap fares go down the Tube 


, Travelling between central 
"vi London and Heathrow has 
* 3 become an unexpected plea- 

sure. Past Train, the forerunner of 
the Heathrow Express which is due 
to start next month, has been tak- 
ing about 4^00 passengers a day 
between Paddington station and 
the airport in quiet splendour since 
January. And it has been excellent 
value for money at £5 one-way. 

For a bruised veteran of the Lon- 
don Tube, it is a delightful experi- 
ence. worlds away from the busy, 
jolting nightmare that is the Picca- 
dilly Line. A few relaxed passen- 
gers join the plush new train at 
Paddington, 'waved in to the car- 
riages by smiling staff In natty uni- 
forms. Inside, there is room for 
baggage and piped music plays 
softly in the hadtgromid. A video 
features gambolling dolphins and 
polar bears frolicking an the Ice to 
soothe you before checking to. 

Shortly after we left a smiling 


ticket inspector relieved me of £5. 

■ Just 12 TtiinirteR later we slid into 
Heathrow Junction, the temporary 
terminus for the service. 

Granted, it comes as a bit of a 
shock to be deposited oh a windy 
platform apparently miles from 
anywhere. However, we were 
guided politely on to waiting bases. 
Just a few minutes later the bus 
drew up outride the terminal, a few 
steps from the check-in desks. 

But all good things come to an 
end. BAA, the p ri vatised airports - 
operator that is leading the £440m 
project, is doubling fares when the ’ 
full service comes into operation, 
and suddenly it all looks a lot less 
like a good idea. The distance from 
train to check-in desk wifi hie. Ion- . 
ger. The new stations are under- ’■ 
neato the airport and the walk to ' 
the terminal win be “about four 
minutest, says Heathrow Egress. 

With one-way tickets £10, or £20 
if you really want to throw' yoezr 


money away and spend. IS minutes 
wallowing In first class, a mirrirah 
at between £UT and' £2S starts to 
lodk competitive - and ft drops you 
right outside the terminal. 

Save Our Railways, a pressure 
group, says the new service, at 68p 
a mile In second class, WD1 be the 
most expensive of the rail Kniat to 
OK airports. By contrast, the 26- 
mile journey on the Gatwlck 
Express costs 56p a mile,. while the 
best value Is the 42-mile rail link 
from Liverpool Street to Stansted 
at 42p a mite. .Cheapest is the Tube, 
which costs £S^toHeathrow from 
central London. -BAA. riafenrte Its 
pricing. ."We’re aiming it at the 
users of Heathrow," It says, 
remarking that 42 per cent 'of 
Heathrow passengers; are business 
travellers. ‘‘'Wethlnk if will be very 
competitive."’ .> * - 


Train companies spending 
to make up for lost time 


KateBevan 


adage that things get 
T--V worse before getting better 
v 2 is particularly true with rail 

travri to the GK. Three years after 
British Rail became 25 private-fran- 
chised train operating companies, 
performance has been mixed; 

The companies inherited -ancient 
rolling stock, riow trains and an 
image of unreliability and unpunc- 
tual! ty.Many have added comforts 
synonymous with air travel: new 
seats, more legroam, lounges and 
improved food. But" being cossetted 
on-board counts for tittle if the 
train is an hour late. ' 

The companies blame Rail track, 
responribte for rail infrastructure, 
far delays, hi its defence, Ralltrack 
says that, until privatisation in 
1996, it was constrained by public 
spending. "It’s due to a lack of 
investment for 40-odd years.” . 

The company is investing £i6ho. 


The biggest project, worth EUba 
will modernise the west coast 
mainline, running, from London via 
the West Midlands to Scotland, and 
last upgraded to toe early 1970s. 

High-speed <l40mph), tilting 
trains will use ft, cutting the Lon- 
don-Manchester journey of 2% 
hours by 45 minutes. Great North 
Eastern Railway and Virgin Trains 
have ordered tilting trains that will 
bring Loadon-Edinhiugh down to 
3hrs SQmins in 2000. 

Lorraine Flower, marketing sod 
sates director of GNER. says: **l 
would stress that we're no worse 
than airlines: it’s just that people 
are less tolerant of a 15-minute 
delay on a train. The image of .train 
travel is pretty shoddy whereas air- 
lines sexy.* 


Gillian Upton 
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Funwwed browser; Paul Taylor tost drives Microsoft's latest package and .evaluates when an upgrade might be «nrth considering 

INFORMATION T ECHNOL OGY WINDOWS 98 

The same, but different 


Colin Been 


Microsoft plans to start production of its PC operating system 
today. Paul Taylor finds it evolutionary rather than revolutionary 


|UB airing last-minute 
KXJIlegal manoeuvres or 
delays, Microsoft, the 
world's largest software 
group, will release Windows 
98, its new personal com- 
puter operating system, for 
manufacturing today. PC 
manufecturers and consum- 
ers wanting to upgrade their 
systems will he able to 
install the new software 
from June 25. 

But in spite of the fuss and 
bother surrounding the 
planned launch of Windows 
96, some PC industry com- 
mentators argue that it rep- 
resents little more than a 
collection of “bug fixes” that 
Microsoft should have sup- 
plied free. 

. “I don't see any compel- 
ling reason to buy Windows 
98 except for the bug fixes 
.and the USB [Universal 
Serial Bus, a faster and more ' 
convenient way to connect 
peripherals] support," says 
John Dvorak, one expat. 

Having run a success! on.of . , 
serooss, of a 
Windows 98- toTOy .PCnhr . 
the past five months,; t sjm- 
pattdse but think the crttfca .■ 
are befog a little harsh. *Sntt- 
said, it is indeed debatable : 
wbeaheiMt is* worth: .forking ' 
out £85*50 f or the upgrade 
(£16L50 Tot the foil version). ; 
That is, of course, unless you 
. want particular features not 
available in Windows 95. •_ ■. 

windows 98, as one - beta 
tester noted, “is the same, 
but different” from Windows 
95. This is particularly true 
for PC users who are already 
running Microsoft's Internet 


Explorer 4 wpb browser Among the most notable 
which .is embedded in Win- improvements are: faster 
dows 98 (the main cause of start-up. and shut-down 
the antitrust investigation times, particularly on new 
by the US Justice Depart- PCs; improved support for 
meat). multimedia and games: in- 

Netscape Navigator . fans; jrnilt support for new periph- 
can, of course, continue to - orals including digital versa- 
use that browser, and keep it tile disc drives, advanced 
as the default^ ensuring that graphics port video cards 
it opens when you dick on and devices like scanners 
an internet link. But while and printers. The latter are 
you can remove the EE4 icon expected to migrate towards 
from the screen “desktop”, it use of the USB. 
is risky to try to remove the In terms of hardware 

program entirely. - ......... 

. to common with IE4, Win- • . x i 

dows 98 enables users to cm- It IS debatable 
tomise the infonoation that 
appears on their screens and whether it is . 
sign up fbr TV-style “chan- , . . a , . 

nels” which feed information,;. WOral forking OUt 
oyer the internet to the • M . 

users! systems automati- £85.50 for the 
cally. Like mo6t early users ... 

■ of so-called “push- .technol- Upgrade 

ogy”, I disabled, this annoy- ^ 

ing function immediately. 

However, Windows 98 requirements. Microsoft 
incorporates the familiar claims Windows % wifi run 
.browser interface with its on a machine fitted with an 
_S6xtyafd<o^n(i . backwards Intel 4S6/66Mhz mfopQprocesr , 
~atrows, M fiVorites" .button,, sot. with 16Mb of mefoory^a 
and -links.'^Adoptiiig this-: GD-Rom thrive and about 
.ma kes Windows 96 easier to : 20QMb of -free hatd dask. 
tefe and moans .that therd is space. In reality, however, 
pa , distinction drawn, unless you haye at least a 
between it Pari^xp -iatofliz mArhtne it 

stored on d local hard drivfe.: infehtbe better to xonsidar 
. and one sitting on the opp<> replacing- the PC.; • ~ ‘ 
site side of the world on jm - Sctm& of the other features 
intehet-ROTVKT-. 7 jpe vWljwlows : 98, many of 

; - In general Windows _;98 j^^tbem ^dden ■ beneath the 
smoother, faster; and more ^surfape..- whidi could make 
reliable tbanite-predBcessw ‘[-aBi upgrade worth consider 
- but nowhere near as big fufing, include: ; • 
leap in' t atos of look, feel- • Bug fixes: The final ver- 
and performance as Win- sion of ’ Windows 98 will 
dows 95 was. ■ incorporate all the bug fins. 


“patches” and updated “driv- 
ers” for other devices that 
have been released for Win- 
dows 96. In addition, Win- 
dows 98 includes an update 
feature that connects over 
the internet to a Microsoft 
site to collect fixture bug 
fixes and updates. 

• Performance: Microsoft 

• claims applications will start 
up more quickly compared 
with Windows 95 and run a 
bh faster. 

.• Problem Handling: Even 
in its beta form Windows 98 
is more stable than its prede- 
cessor and less liable to 
“crash” or “bang”. The new 
software also includes fea- 
tures that make it easipT to 
diagnose problems and is 
mare helpful if thing s do go 
-wrong. 

• Plug-and-Play: In Win- 
dows 95 the feature designed 
automatically to configure 
new devices attached to a PC 
was widely known as “plog- 
and-pray”. hi Windows 98 It 
is still not perfect, but is a 
lot better. Portable PC users, 
to particular, wifi value its 
improved handling of 

, -modem , communications 
devices. .. _ ”■ 

, • Portable power: Windows 
98 also gives users much 
mare control over notebook 
PC power consumption. . 

• Hard disc space: FAT32 is 
, a new. type of file, format - 

the way data are stored on a 
disc that is more efficient 
than its predecessor and 
allows data, to be packed 
more tightly on a hard. disc. 

•. Internet access: Aside 
from integrating the IE4 web 
browser, the software also 
includes multi! ink channel 
aggregation that allows 


users to combine multiple 
modems and phone ltnpg for 
fagtpr internet 

In spite of these advances. 
International Data Corpora- 
tion, the market research 
company, forecasts tbat 
early sales of Windows 98 
will lag 15 per cent behind 
those of Windows 95 after its 
launch. IDC expects Micro- 
soft to ship 128m copies of 
its new operating system 
this year, compared with the 
19.5m copies of Windows 95 
that were shipped to 1995. 

One reason for the proj- 
ected shortfall is the lack of 
any real reasons for corpo- 
rate PC users to upgrade 
their systems - particularly 
since many are struggling to 
come to grips with Year 2000 
computer date problems and 
the need to prepare far Emu. 

In addition, since the 
launch of Windows 95, 
Microsoft has pushed Win- 
dows NT as its flagship oper- 
ating system for corporate 
computing and has clearly 
positioned Windows 98 as a 
consumer upgrade. 

As a result, many compa- 
nies that are still running 
Windows 3.x or Windows 95 
are likely to wait- for the 
next version of NT, NTS. 
This is due to be launched 
some time next year and wiO 
include several features 
designed to reduce cost of , 
ownership and improve com- 
munications and manage- 
ability. 

Overall. Windows 98 does , 
represent an improvement 
on Windows 96. But it is an 1 
evolutionary rather than 
revolutionary product and 
one that most consumers 
could afford to live without 



TIM JACKSON 

ON THE WEB 


Cable access should make modems obsolete and its pioneer rich 


A speaker at a recent 
conference in Paris on the , 
internet and 
telecommunications put 
three questions to delegates.. 
Do you use the internet from 
home? Are you dissatisfied . 
with the speed of access? Do 
you live in an area served by 
cable television? 

An overwhelming majority 
of the audience answered 
yes to each of these. The . 
questioner, John O ’Farrell, 
was delighted: For those 

answers suggest that his job 
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as international chief of the, 
giHome Network may not be 
a tough one.-' 

@Homeis the SShcon 
Valley-based company that 
has pioneered Internet 
access through cable 
television networks. It was 
last covered to this column 
when it started its first 
service In Fremont. • 
California, 15 months ago. • 
Since then much has 
changed. 

Most startling is the 
company’s valuation.. 
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founded as an unusual joint 
venture between TCL a US 
rahle b UStoeSB, anti Trieinpr 

Perkins Canfield & Byers, a 
venture capital fund, the 
company is now publicly 
quoted and boasts a market 
capitofisatOTi of $5bn (Effljn). 

Having started with just 
one cable, partner @Home 
now has tone, gmi^ tt - 

access to the 5Qm homes 


Customers sign up for 

cable, internet without 

suhsmbingto theTy - 

service. * • 

As thosethree conference - 

questions Showed, its pitch 

to custmaers is comptffing. 
Any one who hae expertmoed 
tba frustration of the 
sncallBd “warid wide wait" : 
is easy game for a service 
i^at&twoOTders of . . 
toagnttude taster than a 
modem. ©Home has signed 
up ft8 .percent of the 
-customarsto Whom it has 
offered its service-, - 
equivalent to about one-third 
^tf tiie hcttsehoM^ with . 
intaraetafiqess. ' . 

Attbough Qk company 
doe? not own any of the . . 
infeasiincl ure at the . 

ch^ttTO^s end,"^ chaxges .. 
tts cable partners 55.per cent 

of thfr $40 ny^fhTy ’ ; 

svtbso^ptkm fees paid by 
conwtte^-and-a higher 
jaesrbeiithge.cff ^ tlfe advertising 
and. trans ac t io n revenues 
'^l^qnlmn^iiqrolhg. . ‘ .. 

' expect a cable 

company would be reluctant 
! togtve away- such a large . 
dice efa potential revenue 


stream. Bui the mass market 
- which a Morgan Stanley 
report predicts will result in 
half the Internet service 
provision market movtog 
from narrowband modem 
access to broadband 
cable-style access by 2002 - 
w ants something more. 

The average consumer, 
who is typified by internet 
provider America On Line’s 
easterner base, wants 

applications and services 
that take full advantage of 
the capabilities of a 
broadband network. 

@Home has a range of 
news and entertainment 
content, and can record and 

store news clips. The 
network also acts as a 
channel for distributing 
. downloaded software: while 
it remains impractical to use 
. a modem to download a copy 
of Microsoft Office, for 
instance, it is easy to do so 
using® Home. 

The network has also 
sewed some early 
advertising successes. It 
claims CPMs (revenues per 
thousand Impressions) of 
$SO-$100, five times the 
average received by most 
websites. 

Some advertisers take 
advantage of its broadband .-. 
features: Mazh.com, an 
internet dating service, ran 
video dips from happy 
customers describing how 
they found love, and saw a 
. clickthrough rate, .the . 

proportion of people viewing 
it, of 26 per cent 

But even narrowband 
merchants such as 
Amastm.com, the boaksdier, | 


have bought long-term 
anchor tenanc tes fr om 
tSiHome. Amazon seems to 
view ©Home as a potentially 
powerful participant in the 
wider internet access market 
as a whole, not a niche 
player. 

And the next move? 
(SjHome is going 
international. Having set up 
shop to Canada to April 
I 1987, it has struck a deal 
! with two Dutch cable 
i providers that wifi allow it 
shortly to launch a 
Netherlands service. It is 
also likely to announce its 
first deal in the UK in the 
next week or two. 

The company feces a 
different dass of partner 
from ©Home's US business. 
Since many cable companies 
to Europe are also pbone 

companies, potential 
partners face the loss of an 
existing revenue stream if 
they sign op - because 
narrowband internet access 
brings to per-minute 
telephone charges inmost 
European countries. 

Over the long-tom, 
however, more phone 
companies are likely to sign 
up as &Hame partners. 
Although broadband will 
unquetfonably start by 
taking narrowband call 
revenues, its advantages for 
consumers are so compelling 
that the phone companies 
wffl be forced to jump on 
board. Someone is certain to 
take away their sources of 
existing revenue. So it might 
as well be them. 

timjac/aon@pobox.am 
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I FILE FROM WASHINGTON 

Grand masters of 
spin strut their stuff 


White House press officials have their own 
lingo and know just how to keep reporters 
hungry for the next sound bite 


“We’ll have a readout on the 
pull-asides at a gaggle at 7 
o'clock." 

As with most of the 
indispensable instruments of 
modern democracy, the 
argot of news management 
has been refined, 
and perfected by the White 
TTonw* 

While the US president 
himself speaks directly to ■ 
Washington and the world in 
a declarative simplicity 
designed to capture the 
grand themes of the US 
global view, his 
spokespeople communicate 
with the press in a 
convoluted language, replete 
with half-recognisable 
syntax and weird 
neologisms, which captures 
the demands of news 
control. 

Nowhere is this dichotomy 
better illustrated than when 
the president travels abroad. 
This weekend. President Bill 
Clinton has been In Britain 
for the annual Group of 
Ri ght summit, ms Tflearagp 
has been unrolled to a series 
of suitably momentous 
speeches. But officials have 
been chattering to the media 
to a language filled with 
ersatz technicalities, like 
senior air force commanders 
briefing and flphrirflng 
crews about a risky sortie. 

In its simplest form, thte 
exercise is known to the 
world as spin doctoring 

(mta tinmal meriininp, the 
polysyllabic humorists like 
to call it), imitated nowadays 
the world over but 
inimitable in its pure j 

American form. ' 

But tbe media operation of 
the White House is in reality 
iminh, much more than mere 
spin doctoring. In other 
countries, officials may brief 
and guide, threaten gnd 
cajole, but even the 
professi onal image 
consultants of Tony Blair’s 
British government are mere 
pygmies to the Amazonia of 
American politics. 

That is because the simple 
briefing process is part of a 
much broader control 
operation by toe White 
House. 

Foreign travel emphasises 
the importance of that role. 
The administration ensures 
a culture erf almost complete 
dependency fbr the White 
House reporters. This covers 
not just toe obvious - the 
regular flow of news that is 


tbe aqua vitae of aD 
journalists - but the little 

Mswitj a h and inwwmijiiii of 
life for hard-working 
reporters on the road. 

From the moment they 
leave toe White House until 
they return bearing their 
knick-knacks and souvenirs, 
reporters are conveyed, 
cassetted and catered for by 
the administration. 

For a princely fee the 
White House flies them 
around the world and keeps 
them spoonfed with a steady 
supply of victuals, shopping 
trips and passport control. 

No other government 
comes close to the 
all-mclusive service provided 
by US officials. At the White 


decision-making process. 

In case you were 
wondering, a readout is, 
well, a road-out by an official 
of what happened at a 
meeting of senior members 
of the administration. A 
pull-aside is a brief 
scheduled meeting between 
two leaders in the context of 
a broader gathering - In tins 
case of toe G8 summit heads. 
A gaggle is a briefing. Only 
it is an informal briefing 
conducted on the fringes of a 
larger press event such as a 
news conference. 

The overall effect is to 
ensure that the White House 
controls the content and the 
flow of news down to the 
last detail. 

This can lead to tensions. 
All but the laziest or most 
suggestible of reporters feel 
irritated by their 
dependency on the White 






House reporters sit hungrily 
waiting for the latest 
briefing from a senior 

In toe process, however 
hand they resist, journalists 
become coopted into what is 
a remarkably efficient news 
management process. 

Every word of every 
briefing or press conference 
Is recorded and immediately 
transcribed for the benefit of 
reporters. 

Everywhere toe president 
goes, he is accompanied by 
the famous “pool" of 
repeaters where his every 
move is observed by a 
handful of reporters and 
Immediately relayed to the 
rest of the pack back at the 
press centre. At carefully 
selected moments, senior 
officials make themselves 
“media available”. 

And the semantics are an 

e ssential c om p one nt of thic 

cooption of the poachers by 
the gamekeepers. Knowing 

the language subtly makes 
us all feel part of the inner 


House and occasionally they 
revolt It is fair to say that a 
significant part of the 
explanation for the 
president’s troubles over 
alleged sex and legal 
Improprieties in the past few 
months is that they have 
been taken up with such 
intensity by reporters 
because of this frustration 
with the White House. 

At last they have watched 
to glee as officials spin out of 
control, unable to manage 
the news. 

But it takes a powerful 
alternative source of news - 
like a leaky independent 
prosecutor’s office - to 
trump the White House 
operation. 

When it does, toe howls of 
anguish from the White 
House, as officials rail 
against tbe outrageous 
behaviour or the press and 
those who would seek to 
manipulate them, are 
dutifully reported by all of 
us - whether from a gaggle, 
a readout or a puD-aside. 



The Municipality of Budapest 
HUNGARY 

Through a public procurement procedure regulated by Act No. XL. (1 995.) 

Seeks Expressions of Interest In a 
Major Property Development Opportunity 

THE CITY HALL PROJECT 
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vAroshAza 


To include Underground Car Parking 
Retail and Mixed Commercial Uses 


Fmdier information can be obtained m fee Hungarian Official Gazette on Public Ptncunaneots. 
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SAINT LOWS ' ■ 

Opera Theatre of Saint Uw8*s 
19fl8 season opens bn Saturday 
JiW.B.oew4»a4 " 

Gounod’s fasst, 

Graham and conducted 
by. Emmanuel 
Vfflawna Other 
highlights include 
Katya Kabanova - 
staged by 
'Joanne Akalaftis ; 

and the first OS . 
production a? 

Alexander' ; 

Goehr's Arianna. 

. Performances, afl 

sung in EhgBsh, take 

■ place at the Loreab-Haton 
Center at Websler .UnivWstty. 

LONDON V 

Tributes toLaonard Bernstein 

(above) and Cote Porter am the 



pk^ofthteyr^SBOCLOTvent- 
GardmfesQfflLTheBemstnn" : 
evening, starring SaftyBurgosa. 

Kim Crtew^ faafijrasit 

Porter celebration a week i ' 
later! Both agents are at 
the Paiaca.lheatra -!. 

lughjio 

VBtery Gqrgfevsrgl 
: thel few >•" .. 
Orchestra begin a 
tour of SwHzariariid • 

onSaturday.aithe , 
Patazzodef. 
CongreesL Tha4otx, . . 
sponsored by GraSt . 
SuEse. tndudas concerts in ' 
Baste, Berheend Geneva^ but' 
not Zurich. in Montreux,- theKSnw 
ensemble wffl give a concert :1 
performance ctfT Chaikovsky's . 
The Quean ot Spades. 


raTOIfiMOT X ^ 

: JanssljBwn^-aCindnntftt' 
native, brings'ttw Metrppc^tan ~ ' 

12Sto finr$*eraffly CtncS^ 

May festival, in foerartffirBTgfive 
profflammas.foo'feativafB mu?ia 
dhecfcir h ^ jwaybe^ wodca -7 
jja i r fop hed at the fert festival with 
cwtfsnporary cortposSwos," ' 
tecfescfinga new choral woric by 
■ AMnSegfaton. V 

Lrt^pOCH. 

The Tata GgDery Liverpool re-. ■ 

opens on Saturday after a £7m 
devetopmaatschemato create 
ftaw.^fcries and ferjpwye. ■ 
fedBliBSfofvisltora. Among the. 
naugorai 

of theTatefeentire hokSngs crf - 
Cubistart, on showlbr foe first _ 
time outside London. v /■* 


yism ; 

TheStaatsoper bmoumtng a •_ 
.tare production of Meyerbeer^ 
..Leprcptofe, parting Ptacido *. 

! Dtfnlnga, MarteBbVttt}'^ 1 
cwxfiicte a staging by Ham - 



The Italian connection is strong 
at Cannes this year. Martin Scor- 
sese heads the jury; John Tra- 
volta opened the main pro- 
gramme with the Clinton-based 
satirical drama Primary Cokatrs, 
showing out of competition: and 
Mimmo Calopresti directed the 
first film in the 30th -anniversary 
Quinzaifit? des Realisatenrs, a tale 
of agony, ecstasy and Identity cri- 
sis railed The Word Looe Exists. 

The message is clear. Passion, 
emotional and intellectual, is 
what we are in for. And to prove 
it, the first two Golden Palm-com- 
peting movies were Colombia’s 
The Rose Seller, in which the 
tragic yonth of Medellin run 
about the streets weeping, loving, 
speechifying and railing against 
poverty, and Prance's Ceux Qtd 
M'Ahnent PrmdrorU be Train, in 
which the human population of 
filmmaker Patrice Cbereau's 
bead run about a train weeping, 
loving, speechifying . . . 

Neither film quite hits the 
mark and Cbereau’s. shaped as a 
memory-besieged rail journey, 
plays like an erratic D ennis Pot- 
ter pastiche. But at least the 
energy level is there for a festival 
that boasts new films from Boor- 
man. Gilliam, Imamura, Nanni 
Moretti and others and also 
promises a bizarre obsession with 
outcasts and outlaws. 

Boorman’s The General, made 
in black-and-white, is like a Fran- 
cesco Rosi film set in Dublin. A 
real-life anarchic hero, the late 
super-criminal Martin Gahin pits 
himself against every authority 
group from the police to the IRA 
while carving lawless patterns 
across the land and/or the bodies 
of his enemies. Boorman doesn't 
quite make this caustic tragi- 
comedy work, even with Brendan 
Gleeson's mercurial, bully-boy 
lead performance. But it is his 
most defiantly oddball film in 
years: more when it opens in 
European cinemas next week. 

The other British veteran in 
competition is Ken Loach. My 
Name Is Joe is his best film in 
years, so lithe and gymnastic in 
its naturalism that it jumps with 
ease into the thriller narrative 
that develops late on. Joe (Peter 
Mullan) is a jobless ex-alcoholic 
with a semi-criminal past. Be 
endangers his romance with a 
high-principled social worker 
(Louise Goodall) by taking “one 
last job" to bail out a gang-men- 
aced friend. 

It goes horribly wrong - we 
know it couldn't go right - but 
even then Loach doesn’t leave 
the story with a trite finish, 
either doomy or upbeat The film 
has jangled so many nerves, emo- 
tional and social-political, that 
the audience is left moved and 
chastened, nervously pondering a 
society that even at its most 
well-meaning cann ot paper over 
the cracks caused by poverty and 
opportunist crime. Paul Laverty's 
script is light years ahead of his 
last effort for Loach. Carla’s 
Song. A fine cast of unknowns 
does Justice to a film whose cli- 
mactic emotional power shows 



SEce-of-fife reaftsnc Louise Goodall and Peter Multan in Ken Loach's best fBm for years, 'My Name is Joe' 

Passion, outcasts and 
off-the-wall surrealism 

Nigel Andrews reports on the highlights of the first week of Cannes 


how much more than a mere 
slic&of-life specialist Loach Is. 

Three off-the-wall American 
movies have been the other early 
highlight of the festivaL Jake 
Kasdan’s Zero Effect is a detec- 
tive story written as if by Kafka 
and Borges time-machined to 
modem LA. Take an agorapho- 
bic gumshoe (Bill Pullman), a 
tycoon with a secret (Ryan 
O'Neal) and a fiHe fatale with an 
even biggs* secret (Kim Dickens) 


has a lovely feel for suspended 
time and upended expectation. 
This is world of m agical epipha- 
nies and encounters, where 
stones can levitate, life can be 
rewound, and even an average 
dinner party will feature Vanessa 
Redgrave as a peroxide- wigged 
avant-garde stage producer plus 
Mandy Pa tin kin telling the most 
surreal airline story ever heard. 

Surrealism, of course, is a deli- 
cate flower. Treat it roughly and 


Depp's picturesque energy can- 
not ward off monotony. Where 
Thompson’s word-play was 
funny, febrile and inventive, Gil- 
liam’s camera-play is all frantic 
excess. From the hotel lobby 
where human f aces morph into 
primeval animal heads to the 
endless coloured filters, tilted 
angles and fish-eye dose-ups, we 
feel like people condemned to 
Hto out a “bad trip" right there 
in the movie auditor! um. 


Johnny Depp camps it up with a will, if not exactly a wit, with a 
solar topee, a marijuana cigarette-holder and a bandy-legged 
zig-zag walk that suggests a substance-abusing Groucho Marx 


and then lavish teasing, literate 
dialogue on them. The film is 
slow, stylish, witty, hypnotic. 

So is Paul Anster’s Lulu On 
The Bridge, too slow for some 
critics who cried “ Catatonia!" of 
the romance between Harvey 
Keitel, as a saxophonist given a 
second life after catching a bullet 
in the chest, and Mira Sorvtno as 
the mystery muse-cum-angel he 
meets. Is it real? Is it a dream? Is 
it a fable? Bits of all three really. 
But the writer-tumed-film maker 


it Sheds leaves and petals all over 
the screen. Terry Gilliam's Fear 
And Loathing In Las Vegas is two 
hours of tree-form vandalism car 
ried out on Hunter S. Thomp- 
son’s eloquently stoned testa- 
ment to the 1960s. Johnny Depp 
camps it up with a will, if not 
exactly a wit, as the Thompson- 
based hero, complete with floppy 
solar topee, marijuana cigarette- 
holder and a bandy-legged zigzag 
walk that suggests a substance- 
abusing Groucho Marx. 


There is more scandalous con- 
tent promised for the festival's 
second week, though from the 
surer artistic hands of Lars 
Breaking The Waves Von Trier. 
His sexually explicit film Idiots 
has already caused censorship 
convulsions in his native Den- 
mark but will probably be 
greeted here with the usual sober 
critical response: just 2000 jour- 
nalists trampling over other 
for best-view seats in this lively, 
annual Gomorrah-on-the-Med. 


Neuenfote. The first night is on 

Thursday. 

BATH 

'Theetxterrti fc 'and Elmo-' v ’ 
centric GterteaS Mecficai 
Jazz Weekend, part of 
Bath's wide ranging • 
M aiiaU u ua l Music Festival, 
opera on Friday. Among 
the deOghts are German 
bassist Ebertrard Weber. 
tXitch improvisers Ernst 
Re^segerend Han Benntnkand 
London’s Mgh stepping hams, 
Jazz Jamaica. . . 

MOSCOW 

American theatre cflrector Robert 
Wtabn (left) makes his Russian 
debut tonight with his 
Interpretation of the myth of 
P ersephone. Originally created for 
outdoor performance, the play 



describes the fate 
of Zeus's daughter, 
who was abducted by 
Hades aid made queen 
of the underworld. The venue is 
the Moscow Arts Theatre. 

NEW YORK 

The Pterpont Morgan Library has 
mounted a display of 


menvyabSa to marie the 
centenary of the death of the 
mathematician and 
photographer Charles L 
Dodgson (1832-1898; 
betaw). better known as 
Lewis Carrol, the author of 
l Afire in Wondariand (original 
Termiel lustration left). The 
exhibition opens on 
Wednesday and nrs until 
August 

New York CHy Baflefs 

season continues a4 the 
State Theatre with a Spring 
gala on Wednesday, featuring 
an aB-Jerome Robbins 
programme, and a “new 
generation s" programme on 
Saturday. Just across Lincoln 
Plaza, at the Metropolitan Opera 
House, American Ballet Theatre's 
season has got underway, with 
Gsafe programmed for this week. 


A leap in the dark 

Glyndeboume is going through a period of change, writes Andrew Clark 


On Thursday afternoon, 
black-tied opera-goers will follow 
a well- worn path to the Sussex 
Downs for the opening of the 
Glyndeboume season. They will 
picnic, quaff champagne and 
laugh politely at tbe romantic 
t wists of Cost fan tutte. Few will 
be aware that Glyndeboume is 
plunging into a period of 
upheaval and uncertainty. 

Over the next IS months, virtu- 
ally all key executive posts, 
including Sir George Christie's 
chairmanship, will pass to new 
faces. Far an organisation which 
prides itself on steady evolution, 
the changes represent a leap in 
the dark. They will not only 
point Glyndeboume in new direc- 
tions of style and repertoire, test- 
ing its relationship with its audi- 
ence; they will also determine 
whether the festival can adapt to 
the changing demands of the 
opera business. 

At the end of the summer, 
Nicholas Snowman - currently 
chief executive of London’s South 
Bank Centre - will succeed 
Anthony Whitworth-Joues as 
Glyndeboume’s general director. 
By next season the festival will 
announce Andrew Davis's succes- 
sor as music director. The new 
appointments will probably lead 
to a loosening of ties with Gra- 
ham Vick, who has been director 
of productions since 1993. Glynde- 
boume has long prided itself on 
its artistic partnerships, from 
Fritz Busch and Carl Ebert in the 
1930s to Davis and Vick in the 
1990s. Finding replacements will 
be Snowman’s first hurdle. 

But the most significant 
change is Sir George's decision to 
hand over control to his son Gus 
at the end of 1999. Sir George, 63, 
will continue to live at Glynde- 
boume. and wants to retain close 
links with the festival “without 
intrusion on my successor". The 
question is how much power Gus 
will want, and whether he can 
exert it as subtly as Sir George. 

In the public eye, Glynde- 
boume’s artistic success has 
always depended on the Chris- 
ties’ ability to attract the right 
personnel, and let them get on 
with it. Under Sir John Christie, 
the founder, that may well have 
been the case. But as Sir George 
gained experience and the festi- 
val grew in size. Glyndeboume 
has developed into a proper fam- 
ily business. 

No decision - from choice of 
repertoire to the casting of parts 
- is taken without Sir George’s 
tacit approval Only a man of his 
c h arm could have persuaded cor- 
porate donors to part with £33m 
for a rebuild of what is essen- 
tially the Christies’ private thea- 
tre. It was he who masterminded 
the public relations campaign 
when it opened in 1994 - blinding 
everyone to the fact that the 


acoustic is far from wonderful 
and backstage facilities pose 
many of tbe old problems. And it 
is Sir George's taste which con- 
tinues to govern repertoire. 

Thanks to Sir George’s influ- 
ence. Glyndeboume remains a 
paternalistic organisation, in 
which staff behave like old fam- 
ily retainers and singers feel they 
are part of an 18th century court 
theatre. This is not an atmo- 
sphere which encourages inde- 
pendent management; hence the 
pattern of recruiting executives 
from within the Christies' circle. 
Sir George's association with 
Whitworth -Jones and Snowman 
dates back to the early 1970s, 
when both managed tbe London 
Sinfonietta under his chairman- 
ship. Whitwortb- Jones ran 
Glyndebourae’s touring branch 
before assuming the top job; 
Snowman had worked at Glynde- 
boume in the 1960s. 

The disadvantage of such net- 
working is that it encourages def- 


Over the next 18 
months virtually all 
key executive posts, 
including Sir George 
Christie’s 
chairmanship, will 
pass to new faces 

erence to the Christies. By the 
same token, it gives Glynde- 
boume a system of checks and 
balances, enabling it to avoid 
extremes of taste and. more 
importantly, to keep In touch 
with its audience. 

The partnership of Snowman 
and Gus Christie is certain to 
change tbe balance of power, at 
least initially. Snowman meets 
the family’s need for a trusted 
manager to guide its confident 
but Inexperienced scion through 
his early years. Snowman, 54, is 
likely to be a more opinionated 
policy-maker than Whitworth- 
Jones. Echoing Sir George’s 1962 
manifesto for “modem works and 
neglected masterpieces”, he is 
keen to programme Obewn, Brou- 
cek. Busoni, baroque and French 
repertoire. Apart from an 
already-planned Fidetio. tbe 2001 
season will be the first to bear 
Snowman's stamp. 

Gus. the Christies’ 34-year old 
second son. has been a member 
of the board for two years. He 
has served brief apprenticeships 
at the Bastille, the Royal Opera 
House and Tricycle Theatre, and 
spent four months filling in as 
Glyndebo lime's finance director. 
Sir George’s wish is that Gus 
should eventually take over as 


general director. “It would save a 
bob or two," says Sir George 
laconically. “He hasn't bad the 
opportunity to rebuild, as I had. 
He might as well manage." 

The changes in Glyndeboume's 
executive line-up may be of little 
concern to tbe festival's 5,500 
ordinary members, but they will 
be studied with interest by the 
600 founder-subscribers, some of 
whom contributed £150.000 to the 
rebuild in return for a guaran- 
teed block of seats each season. It 
cannot have escaped their notice 
that Glyndeboume has bad to 
take out newspaper adverts to 
sell performances of Katya Kaba- 
nova - a sign that, even with a 
30-year membership waiting list, 
festival audiences still baulk at 
the prospect of Janadek. 

Sir George acknowledges “a 
duty to go down a route that our 
founder members feel reasonably 
fami liar with". Therein lies one 
of the unresolved tensions stem- 
ming from the rebuild. With tick- 
ets priced as low as £10. the new 
theatre opened the festival to a 
wider social mix of opera-goer, all 
3.200 standing places for this 
summer’s festival were sold 
within hours. 

That suggests a pull towards 
more modem repertoire, a more 
informal style - the opposite of 
what founder members believed 
they were paying for. In the eyes 
of many of Glyndeboume’s tradi- 
tional audience, dressing-up and 
picnicking by the ha-ha are still 
the most important part of the 
experience. This tension between 
different types of audience sug- 
gests the Christies did not take 
full account of the consequences 
of a bigger theatre. 

The challenge to maintain 
equilibrium will be just as great 
backstage. Glyndeboume is not a 
good payer: this year’s top fee is 
£1.900, a quarter of what a 
soprano like Amanda Roocroft, 
singing Katya, could expect at 
Covent Garden. Stars like Kiri te 
Kanawa and Arya Silja ran afford 
the drop in fee for the benefit of a 
“joHy-up" on the Sussex Downs. 
But if the international opera 
business recovers from Its cur- 
rent recession, established sing- 
ers may not want to sit around at 
Glyndeboume all summer when 
they could be earning more for 
three weeks' work elsewhere. 

The 1998 Glyndeboume line-up, 
however, with a cast of fresh 
young voices in Cosi and Andreas 
Scholl in Handel's Rodelinda, 
bears tbe hallmark of a good vin- 
tage. Next season promises The 
Bartered Bride produced by Niko- 
laus Lehnhoff and conducted by 
Jiff Kout, a Richard Jones stag- 
ing of Jonathan Dove's new 
opera, and Pclleas et Milisande 
from Vick and Davis - whose 
grand finale will be Figaro and 
Don Giovanni in 2000. 


INTERNATIONAL 

Arts 

Guide 

BATH 


EXHIBITION 
American Museum 
Teh 44-1225-460 503 
Shaken The Art of Craftsmanship. 
Furniture and decorative arts from 
Ihe Shaker community at Mount 
Lebanon. Previously seen at the 

Barbican, London, the show traces 
the history of the Shaker 
movement from its origins In late 
18th century England, through its 
development In 19th century 
America; to Oct 25 

BERLIN 

CONCERTS 

Phffltarmoftie 

Tel: 49-30-2548 8354 

iBerto^PWhemiorfc Orchasto “ ■ 
conducted by Emmanuel Krivine tn 
works by Beethoven and 
Tchaikovsky: May 18, 19 
• Berlin Philharmonic Orchestra: 
conducted by Bernard Haitink In 
works by Barter and Brahms. Wan 
soloist Andrds SchHT; May 23 ~ < 

■ BONN 

EXHIBITION 


Kunst- und AussteflungshaDe der 
BundesrepubGk D eu tsc h l an d 
Tel: 49-228-917 1200 
wwwJah-bonn.de 
The Iberians: tflsptey of 350 
objects made, between the sixth 
and the first century BC. by a 
Bttie-known cWmsaBon that existed 
on the west of the Mediterranean 
bowl, between Andafucia and 
Languedoc. Some of these objects 
have never before been removed 
before from the sites of their 
excavation. Others have been 
loaned by Spanish and French, 
museums; to Aug 23 

BRUSSELS 

OPERA 

La MormaJe 

Tat 32-2-229 1211 . 

• II Rftomo dUifcse: by . . ' 
Monteverdi New production 
conducted by Philippe Pfertot in a 
staging by WBBam Kentridge. With 
foe Handspring Puppet Company, 
at foe Lunatheater, MayT8. 20,22 

• L'Orfeo: by Monteverdi New 
production conducted by Ren6 
Jacobs and directed and 
choreographed by Trisha Brown, 
with designs by Roland 
AeschlimanrqMay 19. 20.21; 

22, 23 


• Chicago Symphony Orch est ra : 
conducted by Daniel Barenboim in 
Beethoven’s Symphonies Nos. 3 
and 4; May 22, 23 

FLORENCE 

OPERA 

Magglo Musicals F fo re nti no 

Tel: 39-55-211158 
vwwjTiaggiofiorentbio.com 
La Comte Ory: by Rossini New 
production conducted by Roberto 
Abbado In a staging by Lorenzo 

Marlani; ETI-Teatro delb Pergola: 
May 21, 23 




CHICAGO 

CONCHTTS 
Orchestra HaO 7 

Tat 1-312-294-3000 

wwwxhtcagosymphorry.org 
# Chksgq Symphony Orchestra; " 
conducted by Frariz 'Wtetser-Mfibt- • 
In works by Brahms and 
Shostakovich. With piano aoteist 
Andrt Watts; May 19 


GENEVA 

CONCERT 

Victoria HaS 
.Teh 41-22-3170017 
' Orchestra de ia Suisse Romandec 
conducted by Edmon Cokvner in 
works by Turina, Ravel and Falla. 
With piano sototet AHda de 
Larroifoa; May 20 

HELSINKI 

OPERA 

. Ffnnishf National Opera 
Teh 358^4030 2211 
' The Magic Flute: by Mozart New 
production by Swedish cflrector 
aOteTBte'&assr/tiestgned by-Peter 
Tflfoerg;May2l 1 23 

-LONDON 

CONCERT 
Royal Festival HaU 

;-W 44-171-960 4242 . 
me Goyal OpSrtif Drefcgyptische 
Helena, by Strauss. Concert 
performance, conducted by 
Christian THefemann. Cast 


indudes Deborah Voigt and 
Thomas Moser May 22 

LOS ANGELES 

CONCERT 

Dorothy Chandler Pavfion 

Teh 1-213-365 3500 
City of Birmingham Symphony 
Orchestra: Sir Simon Rattle 
conducts a programme of wort® 
by Rameau, Haydn and Beethoven; 
May 20 

MILAN 

OPERA 

Teatro ada Scab 
Tet 39-2-88791 
wwwJascdajruienoJt 
Der FreischOtz: by Weber. 
Conducted by Donald Runnfcles in 
a staging by PtefAlS, with a cast 
including Kim Begley and Nancy 
Gustafson; May 19 

MOSCOW 

THEATRE 

Moscow Arts Theatre 

Te t 7-095-229 8760 
Persephone: director Robert 
WUson makes his Russian debut 
with tote production, originally 
created for outdoor performance, 
about Zbus’s d au ghter, who was 
abducted by Hades and made 
queen of foe underworld; from 
today to May 23 

MUNICH 

OPERA 

Bayerische Staatsoper 
Teh 49-89-2185 1920 
The Midsummer Marriage: by 
Michael Tippett Marie Elder 


conducts a production staged by 
Richard Jones, with a cast 
including Alison Hag ley and Philip 
Langridge; May 18, 22 

NEW YORK 

CONCERTS 
Lincoln Center 
Tet 1-212-721 6500 
www.lhicolncentBr.org 

• New York Philharmonic: 
conducted by Jamas Cordon in 
works by Rachmaninov aid Liszt. 
With piano soloist Garrick Ohteson; 
Avery Fisher Had; May 19 

• New York Philharmonic: 
conducted by Kurt Masur in 
Shostakovich’s Symphony No. 7, 
"Leningrad"; Avery Fisher Hall; May 
21,22,23 

EXHIBITIONS 
Museum of Modem Art 
Tet 1-212-708 9 480 
www.moma.org 

Alvar Aalto: Between Humanism 
and Materialism. Centenary tribute 
to foe Finnish architect, designer 
and town planner. Includes 
sketches, drawings, models and 
photographs,, many of them loaned 
by private collections In Europe; 
ends tomorrow 

OSAKA 

EXHIBITION 

The Museum of Art, Kintetsu 
Tet 81-8-624 1111 
Aubrey Beardsley, more than 200 
drawings, pints, posters and 
books crested duing the brief 
period of the artist's fame. The 
exhibition marks foe centenary of 
his tragically early death, aged 25, 
and win arrive In London in 


October, after touring in Japan; to 
Jun 8 

PARIS 

CONCERT 

Theatre des Champs Bys6es 
Tet: 33-1-49525050 
Orchestra National de France: 
conducted by VassDI Stoafeky in 
woks by Haydn, Saint -SaSns and 
Beethoven. With ceflo soloist Han 
Na Chang; May 19 

ROTTERDAM 

EXHIBITION 

KunSthal 

Tet 31-10-440 0300 
Look at me; Fashion and 
Photography in Britain. 1960 to the 
present First stop for a tourng 
exhibition which tracks the 
development of fashion 
photography, with its emphasis 
firmly on popular culture rather 
than haute couture; to Aug 9 

SAN FRANCISCO 

CONCERT 

Davies Symphony HaD 
Teh 1-415-864 6000 
www.sfsynphony.org 
The Met Orchestra: conducted by 
James- Levine in works by Rossini, 
Tchaikovsky, Tan Dim and Rave). 
With violin soloist Maxim Vengerov; 
May 18 

TOKYO 

CONCERTS 
Simtory HaO 

Tel: 81-3*3584 9999 
• Cleveland Orchestra: conducted 
by Dohn&iyi in works by Ives, 


Mozart and Brahms; May 20 

• London Symphony Orchestra: 
conducted by Sir Colin Davis in 
works by Mendelssohn and Elgar; 
May 19 

VENICE 

EXHIBITION 
Palazzo Grass! 

Tat 39-41-523 1680 
www.pabaogtassi.rt 
Picasso: 1917-1924. Beginning 
with works Inspired by his designs 
for the theatre and the Com media 
deU’Arte, this display also picks up 
the return to classicism which 
coincided with Picasso's first visit 
to Italy In 1917; to Jun 28 

TV AND RADIO 

• WORLD SERVICE 
BBC World Service radio for 
Europe can be received in western 
Europe on medium wave 848 kHZ 
(463m) 

EUROPEAN CABLE AND 
SATELLITE BUSINESS TV 

• CNN International 
Monday to Friday. GMT: 

06JO: Moneyiine with Lou Dobbs 
13J3D: Business Asia 
19*30: World Business Today... 
2200: World Business Today 
Update 

• BusiMSa/Markat Reports 

05*7; 06:07; 07:07; 0&20: 0920; 
1020; 1120; 11:32; 12-.2G: 1320; 
14:20. 

At 08:20 Tanya Beckett ot FTTV 
reports Rva from UFFE as the 
London market opens. 


.. . .1 
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COMMENT & ANALYSIS 


PERSONAL VIEW DEEPAK LAL 


Hypocrisy and the bomb 


LETTERS TO THE EDITOR 


India’s nuclear tests have shown the weakness of the west’s non-proliferation policy 


T he series of nuclear 
tests carried out by 
India bas demon- 
strated the Illogi- 
cality underlying the west- 
ern policy on non- 
proliferation. 

They have led to the 
absurd spectacle of British 
politic ian s condemning I n d i a 
for acquiring a deterrent 
they themselves possess. At 
the same time, the US has 
imposed sanctions against a 
democratic Asian state - 
which has strategic interests 
arguably coterminous with 
its own - while helping its 
potential communist enemy 
in the region, China, with 
the export of missile technol- 
ogy. 

It is important to realise 
that the relevance of the 
In dia n bomb to Pakistan - 
the issue has dominated 
discussion - is a complete 
red herring. As the recent 
undiplomatic statements by 
the Indian defence minister 
have emphasised, the real 
strategic threat that India 
perceives is from China. 

To the extent that Pakis- 
tan enters the picture, ft is 
as a surrogate or partner in 
this threat Far an its own, 
as Pakistan itself realises, 
the balance of forces is so 
predominantly in India's 
favour that in any conflict 
Pakistan would stand no 
chance. 

But is the perceived Chi- 
nese threat absurd, as a 
leader in the Financial 
Times claimed? That is the 
central question in fanning 
a judgment on the Indian 
decision to become a “folly 
Hedged” rather than a 
“threshold” nuclear power. 

Historically, China has not 
been an expansionary power, 
and has, at worst, sought to 
assert control over what it 
considers to be its historical 
frontiers. This historical 
judgment plus the geograph- 
ical shield provided by the 
Himalayas, persuaded 
Nehru, India’s prime minis- 
ter from 1947-1964, to dis- 
count any Chinese threat to 
Indian security. Yet the trau- 
matic invasion of 1962 took 
place. The Chinese motives 
lor tins attack remain 
obscure, but no Indian politi- 
cian can forget it 



Nehnc wrongly dtscountad any threat from the Chinas* 


What Is there to ensure it 
will not happen again? 
Clearly, the two decades oT 
what was subsequently per- 
ceived by many as Nehru’s 
appeasement of the Chinese 
did not prevent the conflict 
The continuing border dis- 
pute, though recently muted, 
remains a running sore 
affecting relations between 
the two countries. 

Add to these worries the 
following: Indian claims of 
Chinese missiles In Tibet 
aimed at India; a growing 
attempt by the Chinese to 
extend their naval reach In 
the Bay of Bengal through 
arrangements with the Bur- 
mese junta; and the 
announcement daring the 
past year of a significant 
upgrading of Chinese mis-, 
sfles. One does not. have to 
be too paranoid to look 
towards the north from the 
sub-continent with trepida- 
tion and to search fra: some 
deterrent India hopes to pro- 
vide some deterrence by sig- 
nalling its intention to 
become a fully-fledged 
nuclear power. 

I am aware of the continu- 
ous and essentially circular 
argument among defence 
experts about the strategic 
and tactical usefulness of 
nuclear weapons. But as Pro- 
fessor Lawrence Freedman 
concluded on the cold war 
debate about nuclear deter- 
rence: "What we do know is 
that since 1945 Europe has 
been at peace. This underlies 


the point that nuclear deter- 
rence may be a viable policy 
even if it is not credi- 
ble . . . The Emperor deter- 
rence may have no clothes, 
but be is still Emperor.” 

Why should this not apply 
- to the triangular relation- 
ship between India, China 
and Its “ally” In the subcon- 
tinent, Pakistan? It would be 
extreme hypocrisy for Euro- 
pean governments that 
rejected the Campaign for 
Nuclear Disarmament’s 
arguments to punish India 
with sanctums for adopting 
a similar stance. 

From the strategic per- 
spective, the US’s condemna- 
tion of India and its imposi- 
tion of sanctions seem 
bizarre. 

Suppose for the sake of 
argument that the Indians 
are wrong in their percep- 
tion of a Chinese threat to 
their security, what then is 
the purpose of the recent 
Chinese military build-up 
and desire to develop sophis- 
ticated missiles? 

The threat to China from 
the former Soviet Union 
must have diminished with 
Its break-up. India is clearly 
not a threat, nor other 
neighbours. The only answer 
is that the Chinese are seek- 
ing to find a strategic deter 
rent against the US - a pre- 
sumption that is 
strengthened by the continu- 
ing s tand- off in the Taiwan 
Straits. 

If the strategic Interests of 


China and the US are so 
clearly at odds, it would 
seem bizarre to penalise the 
one country in the region 
that might provide a strate- 
gic counterweight. 

The US sanctions, being 
mandatory, were probably 
unavoidable, though the 
" Ind ians rightly question why 
exceptions are made by the 
White House in the case of 

China, despite congressional 

laws regarding human rights 
that require sanctions. India 
Is, after all, the only flour- 
ishing democracy in the 
region and to penalise it 
while turning a blind eye 
towards the behaviour of an 
authoritarian, potential stra- 
tegic rival, seems illogical. 

The reason, of course, is 
the attempt to save the 
flawed non-proliferation 
regime, of which the compre- 
hemsive test ban treaty is the 
most egregious. It has hope- 
fully been killed by the j 
Indian blasts. 

•The distinction between I 
“threshold” and "acknowl- 
edged" nuclear states was 
always artificial- As the west 
has demonstrated by its own 
actions, national security 
reolpolitik rightly takes pre- 
cedence over political cor- 
rectness. The countries that 
have chosen to give up their 
nuclear weapons - South 
Africa, for example - or cho- 
sen not to develop them, 
have done so because of 
their own calculations erf 
costs and benefits, and not 
because of the norms 
established fay the non- 
proliferation treaty. 

The legitimate concern of 
the non-proliferation 
regimes is preventing the 
acquisition of weapons of 
mass destruction by "rogue 
states'*. But none of the 
threshold states - India. 
Israel and Pakistan - are 
any more “rogue" than the 
established nuclear states 
(including China). The prob- 
lem of “rogue states” should 
be dealt with directly rather 
than by the illogical non- 
proliferation regime. 


Germany has mountain to dhnb to 
reverse structural unemployment 


From Dr Jens Beotian. 

Sir, Your interview with 
Gerhard SchrOder (“Ger- 

I many’s moderniser”. May II) 
highlights the need for a 
"new consensus" on labour 
market pofldes in Germany. 

1 A country which has more 
than people out of wort: 

(April 1996 dateX with unem- 
ployment levels reaching 20 
per cent in eastern Ger- 
many,.. needs new jobs as 
much as it requires comp-e- 
heasfve reform erf tax regula- 
tions and labour legisla t i o n. 
The proposed Alliance for 
Jobs constitutes part of such 
an ende a vo u r. It is more 
than trade unionists 


fives and employer associa- 
tions "over sandwiches and 
beer", brokering deals in 

snake-filled backrooms. 
Schroder’s proposal seeks 


to revive an Idea that briefly 
caught the imagination af 
decision - makers in 1996 
when Germany’s IG Metal 
union proposed wage 
restraint in exchange for job 
cmtkm commitments from 
the employers. The proposal 
had initial backing from 
QwnceBor Kohl, but never 
- materialised because of dis- 
agreement over the fine 
print (far instance reducing 
overtime work) and lack of 
commitment from employ- 
ers’ associations who could 
not guarantee that their 
member Anns would honour 
the contractual alliance. 

The revised Alliance for 
Job s proposals are not "old 
wine in new- bottles”. But in 
order to make the alliance 
work, and thus.- create, 
employment opportunities, a 
whole range of conditions 


must come fcatorptaca The 

aTHang* jg-mmfttkmal OP tax 
corporate 

taxation. «ad personal 
income < -tax, advancing! 
laterarmarimf tlmriHBtty in 
areas sue& as wags ifexfoO- 
fry forTthowe keeking Jobe, 
working tinte diversification, 
introducing pension reforms 
that move away from an. : 

exclusive focus on pay-as- 
you-go systems to c w p ft t Hs a-, 
tins schemes. The list sug- 
gests there, te a-mountain to 
climb tithe German political 
economy Is to reverse stroo- 
taireT ~ 


Accusations 
made in bank 
court case 
unfounded 


tenBntini . 

lecturer in German poetical 
economy, ' 
lsaxdm 'School of 
-^tmomira,: 

Hragfctoa Street, 
t^;Aon WC2A 2Afi,BK 


The average that sets UK and Japan apart 


From Professor AH 
M_ELAgraa. 

Sr, In your i nte rview with 
Noriko Hama ("From Office 
Lady to crude”, May 9-109, 
she mentioned that, when 
she returned to the Japanese 
education system, she failed 
despite her performance 
within the UK system and. 
attributed this to the “state 
af British education”. I pre- 
sume she returned to Japan 
at the school level whan she 
most have had to attend a 
“Special school/class" for 
returnees to be reintroduced 
to the system. 

It is weft known that most 


returnees do not perform 

well, but for reasons more to 

do with conformity than 
actual performance. She 
could not have returned at 
tire university : level since, an 
the whole. Japanese undo'-' 
graduates do not team much 
academically - university 
simply provides a breathing 
space from "the examtoatifln 
hell” before 1 joining the 
demanding Hfe erf the "salar- 
yman”. , 

That apart,' Hama is 
merely voicing a deeply-to- 
grained misconception: k 
higher average in basic edu- 
cation. means that every Jfegh 


anese rates higher Qian the 
foreign (overseas) counter- 
part. Those fiunItUr with 
both Systems know that 
those who excel within the 
British system da so world- 
wide; what pulls the UK 
average down, is the "non- 
performance” <rf the British 
weak; - the /deviation from 
thegwarage is almost zoo In 
the -case of Japan, 


AH M-S-Agraa, 
visiting professor of eco- 
nomics 1997-98, 


' 'Vanderbilt Untvarsfcty, 

NubfiDe, wma, us 


Fare's fair for travellers oathisfoute 


The author is James S Cole- 
man professor of interna- 
tional development studies , 
Un iv ers it y of California, Los 
Angeles. 


Prom Ur Terry Walker. 

Sir, Uke Boland Fhnxsby 
(Letters, May 9) I Sew from 
London to Edinburgh in 
eariy February but returned 
on the same day. The flight 
with yi-M UK cost £98 
return' from. London City 
Airport ami was booked the 
previous day. I did telephone 


EasyJet but . was very 
potitejy informed that the 
cheap feres had tb be booked' 
fa advance - it quoted about 
£89 single. BA and British 
Midland quoted about £210 
or about £190 standby. Stan- 
dard class rail would have 
cost about £iG 0 leaving eariy 
morning and returning the 


same evening. It’s true that 
fare s tr uctures are compli- 
cated text ELM UK wDl get 
my custom neat time I travel 
that route. 


From Mr iedkmlQ. Monk. 

\ Shy I wish to protest most 
wtagty .at the. accusations.. 
I reported to your .article 
"UBS arm find $3m over 
cmrency doala” (May 9-lfl), 
made against me by Adv. 
B faraing tanon behalf ofCan- 
' trade bonk fax' the Jersey 
courts on May 8. The accusa- 
tions are unfounded, most 
itouagteg to my reput at ion, 
and have been made under : 
She dteafc of “absolute prtvt- 
le»r of the itersey courts. 
Unfortunately, I have beeu 
given no opportunity to 
respond to fee serious alle- 
gations quoted th your news-, 
papery ntade by the legal rep- 
resentative of a bsnkwhfch 
itself has pleaded guilty, .to: 
criminal charges and has 
been sentenced. Therefore, 
please 'allow me space to say 
that, uhllke Adv. Binning- 
ton’s client and Robert 
Young. I have never been 
charged with any offence, 
iter was I called ds n witness 
to the criminal proceed&v 
against Cantrade or ftobert 
Young, . - • ;- • 

T-wiSh vehemently to say 
that thou is no truth what' 
soever to Adv. BtonfngCnA 
statements concerning my . 
involvement in the “corrupt 
arrangements” be said hid. 
taken place between an .= 
Officer erf Cantrade and the 
convicted trader Robert 
Young. . • i . I.-,,. ■, 
. 1 am an Injured party and 
a plaintiff , in the civil pro- 
ceedings taking place ixi Jer- 
sey against Cantrade ettel, 
and I am a plaintiff in toe 
RICO racketeering proceed^ 
fogs taking place in New 
York against Union Bank 
of Switzerland. Cantrade et 
aL 


TerryWalkw, 
FO Box 29602, 
Riyadh 11416, 
Saudi Arabia 


MSchart G.Marsh, 
representative office, 

7 Gbemin du Hameau. 
1255 Veyrfcr, 

Swibaxfcmd 


Number One Southwark Bridge, London SEl 9HL 

Rk 0171 873 sm Lettarekananittadehouti he ctofr typed and not hand wriBan. 
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ECONOMICS NOTEBOOK GERARD BAKER 




the first 


Unusual danger signs 


miilti-currency check receivable 

securitization deal in the world? 


T omorrow the 13 
voting members af 
the Federal 
Reserve's monetary 
policymaking open market 
committee will gather for 
their third meeting of the 
year. They do so as a rising 
chorus af economists is 
wanting that the US econ- 
omy is in greater inflation- 
ary pail t te >n it has been 
since the present upswing 
began more than seven 
years ago. 

The f teucpr signs are not 
in the jhmfliar places - con- 
sumer price inflation is 
dwindling gradually to rang 
wholesale juices have been 
falling an and off for most of 
the last year - but in the 
remarkable run-up in asset 
prices or, to be precise, in 
the stock market, where 
prices have risen , for 25 per 
cent In the past 18 months; 

.Investors seem to have 
ignored, profit warnings, 
worries about Asia and tra- 
ditional common sense and 
pushed valuations up to lev- 
els that all but the most 
bovine of stockbrokers 
believe are unsustainable. 
As a result, some observers 
say the Fed’s poheymakers 
now need to abandon their 
long-established coyness 
about the stock, market and 
raise interest rates to deflate 
the bubble before it explodes 
over the US economy. 

But should the Fed target 
the -stock market as an 
explicit goal of monetary 
policy? 

Proponents of such a shift 
say look no farther than the 
Japanese economy to under- 
stand the wisdom of a policy 
directed at over-inflated 
asset prices. The Rank of 
Japan allowed asset prices to 
rise to impossible levels in 
the late 1980s. Bs eye was 
firmly and, as it proved, 
wrongly fixed bn the perfor- 
mance of prices in real prod- 
uct, service and labour mar- 
kets (as weU as' on the' 
money supply) - where 
inflation was largely absent. 

By the - time the central 
bank realised the danger and 
tightened policy, it was too 
late, . and the . economy, 
crashed with the market. 
Japan is still suffering the 1 
effects of that faDuxe with a 
precariously weak financial 
Systran that, is preve n ting, a 
foil recovery of the economy. 

' The Japanese experience 
highlights the two principal 
concerns raised by a soaring 
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The right choice is “d"; which should read "a global bank in Turkey”. The bank which issued 
the first 144 A Eurobond, the first IFC B Type Securirired Loan applicarion and the first US 
Commercial Paper from Turkey; Garanti Bank in short. Wouldn’t you invest in a bank, 
where all che benchmark transactions come from? 
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Wall Street’s strength Is prompting calls for 
a US interest rate rise, but is it too late? 


IB economy: risking ueffigoft' ■ 
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asset market h is not just 
that , eventually, the market 
will fell, damag in g 

omy. Before that happens,' 
there is the risk that htgh«*r 
prices feed through into 
buoy an t consumer and cor- 
porate confidence -■ prompt- 
ing fodfeidaais ami compa- 
nies to borrow .on the 
strength of arising market. 
Consumers feel wealthy 
enough to get deep into debt 
to hoy fast cars and expen- 
sive holidays. While compa- 
nies barrow to open expen- 
sive new plant or buy other! 


tt is important to remem- 


heel of any expansion - has 
, still pot exploded at any- 
thing like the Ievefe recorded 
in Japan in the late 1980% 
either at the Individual or 
thti corporate leveL 
. . For example. Individual 
instalment debt has, it is 
true, reached an all-time 
high at more than 20 per 
cent of income. But the bulk 
. of that debt is accounted for 
for Increased credit card use 
- where debts are paid off 
each month, and , is not 
“pure” debt • 

Curiously enough, this 
benign behaviour of • debt 
could be a stronger case for 


oent too high, bring about.a 
correction? 

Raising Interest rates to 
avert inflationary p ressures 
in the real economy is a stow 
process. It has been com- 
pared with turning a vast 
ship around at sea- Raising 
interest rates to bring down 
equity prices is like usingan 
icebog. The ship’s progress 
Is stopped, hut at some cost 
to the passengers and crew. 

The effects of a policy tar- 
geted- towards equity prices 
could he greater than- the 
underlying problem.- Worse 
still, should a sharp fell in 
stock prices occur, the Fed 
would have to go - into 
reverse gear, dramatically 
easing policy. This is what it 
did after the 1987 stock mar- 
ket fall, an event that 
messed up the monetary pol- 
icy framework for several 
years afterwards. 

That is why the Fad has 
been so reluctant to backup 
its rauifonary words about 
the stock -market with 
action. . 

But all the talk abaut . a 
Fed move to ptdl down the 
stock market by a few hun- ‘ 
dred points may soon 'prove 


Raising interest rates to bring down 
equity prices is Bke using an iceberg. 
The ship’s progress is stopped, but at 
some cost to passengers and crew 


At some stage, it seems 
almost inevitable that Alan 
Greenspan and his cbl-r 
leagues will have tb raise 
interest rates in any: cate. 
Not because of the stock 
market, but because of toe 
strength of the overall econ- 
omy. Stretched labour mar- ' 
kets - an unemployment 
rate of just 4.3 per cent 
- are clearly patting 
renewed upward pressure on 


ber that,- In the Japanese 
case, the principal problem 
was rising ; property prices, 
less so share prices^ and Jap- 
anese consumer and corpo- 
rate spending (fid Indeed rise, 
sharply between 1985 and. 
1990. • 

There are some signs that 
the same spending surge is 
under .way- -In the- US. Con-- 
suzner confidence is at a 30- ' 
year , high; and spending is 
robust. The ciurrrait dual 
&xB4jog couapa- 
nies for information technol- 
ogy-related investment and 
for baying other companies 
fe a sign that same question- 
able derisions -are going 
unchallenged. 

But debt - the Achilles 


the Fed to act now. If the 
stock market fell over the: 
next year by about 10-15 per 
cent, the rriathnriy low tev- 
. ris of debt might ensure that 
the overall economic impact 
of a fall. in equity prices 
would not be so great Few 
would doubt that it was the 
size of the Japanese debt 
problem, rather than the fell 
in asset prices per se, that 
has caused today's mess. 

If the Fed could , engineer 
such a smart move with debt 
still ander control, ft might 
be able to avoid a repeat of 


But here is the problem: 
how does the central hank, 
even assuming it believes 
share prices to be 10-15 par 


Sven more troubling, the 
productivity Improvements 
of the past two years -- 
which nntn now 
companies to pay higher 
wages without putting op. 
prices - may have dried up. 
Figures published this' 
month for toe non-fann busi- 
ness sector showed overall 
productivity up by just 02 
per cent in the first three, 
months of the year, while 
unit costs rose sja percent -; 

Unless the chili winds still ; 
blowing from Asia signifi- 
cantly cool the torrid US 
economy in the next few 
months, the Fed has indi- 
cated it will have to pour 
some erid water on it. 

. Only then, when the stock, 
market reacts, will it become . 
deer whether or not foe cen- 
tral bank has acted too late. 
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Time for change 
in Indonesia 


The calm that returned to the 
streets of Jakarta over the week- 
end marks a respite, not an end 
to the crisis that threatens Presi- 
dent Suharto. Indonesia still 
seems a nation headed far disas- 
ter, and the ineffectual response 
of the Birmingham summit hoc 
done little to help. 

Leaders ducked the opportu- 
nity to encourage him to rnair* 
an orderly exit before the 
grows even worse. Their reluc- 
tance is understandable. The lack 
of a successor means there is a 
risk of even greater chaos with- 
out Mr Suharto. 

Yet much is at stake. Because 
of its position str addling shipping 
lanes vital to world trade and 
energy supplies, Indonesia mat- 
ters to global security. Because of 
its giSGbn foreign debt, it matters 
to world finance. Its 200m people 
are the world's fourth-largest 
population, and in riots and dem- 
onstrations across the country 
they have left the world in no 
doubt that they want their age- 
ing dictates: to leave. The world 
cannot afford for Indonesia to 
flounder in anarchy, hunger and 
violence. 

That is undoubtedly what faces 
Indonesia now. The International 
Monetary Fund rescue pro- 
gramme, which was supposed to 
be the cornerstone of efforts to 
restore confidence, is shot to 
pieces. Even under the best of 
circumstances it will take years 
for Indonesia to recover from the 
panic exodus not only of money 
but of expatriate personnel as 
well as local Chinese who farm 
the backbone of the economy. 

Trust is at a nadir. It clearly 
cannot be rebuilt while Mr 


Suharto remains in offi c e . He 
may have bought hinwitf some 
time by returning from Cairo just 
as the riots were playing them- 
selves out and appearing to 
restore order. But violence will 
almost certainly flare up «ga»n 
Vague promises of reform and 
cabinet reshuffles will not restore 
investment flows or reverse the 
tide of popular revulsion for him 
and his family. 

The real question is how to 
manage the transition. The 
ambivalence of the army towards 
the looting has weakened the 
standing both of the military and 
its leader, the moderate General 
Wirarrto. The process of finding a 
new president may now become 
all the harder. The first priority 
must lie in estab lishing an 
orderly transi tional arrangement 
There has been talk of a coalition 
council that could oversee the 
selection process. Promise of real 
reform would calm the popular 
mood, and such a line deserves 
strong international support. 

There can be no illusion that 
this course is easy. Indonesia 
no natural sense of unity. There 
are strong rivalries in the opposi- 
tion and few natural leaders. Ini- 
tial attempts to form a transition 
council have already proved diffi- 
cult Indonesia is in severe dan- 
ger of becoming the world's larg- 
est basket case. Only if they can 
summon up the discipline to 
search calmly for a new leader is 
there a rfumne of puffing back 
from that b rink, it is clear after 
last week that there is ahnninhdy 
no long-term prospect of recovery 
if Mr Suharto remains in office. 
True friends of Indonesia cannot 
pretend otherwise. 


Japan’s rates 


With Japan's official discount 
rate at a paltry 05 per cent, dis- 
cussion of a rate cut might 
appear academic when the policy 
board of the newly independent 
Bank of Japan meets an Tuesday. 


tation of rising prices would 
i nd uce consumers to bring their 
money out fr om under the mat- 
tresses and start spending. The 
question is how to achieve this. 


S hares an Wall Street may 
have been gliding ever 
upwards, but recently 
European ones have been 
doing even better. So for this 
year, the index for Europe exclu- 
ding the UK is up 28 par cent in 
dollar terms - nearly twice Wall 
Street's gain. This sparkling per- 
formance has focused renewed 
attention cm the potential of the 
historically pnsgp*Hng Continen- 
tal European bourses. 

Hopes are high that the euro 
will provide the trigger for a 
revitalisation of the Continent's 
fragmented capital markets. At 
the very least, the single cur- 
rency will lead to a profound 
shake-up in the operations of 
stock exchanges and financial 
institutions. 

“A broker's life will change 
more over the next two years 
than, at any time in the past," 
says Mark Brown, strategist at 
ABN Amro. And Jan Mantel, 
chief investment officer for 
Europe at Dresdaer RCM Global 
Investors, says funds across 
Europe will be forced to re- 
balance and reorientate their 
portfolios. “It will be the mother 
of all programme trades,” he 
promises. 

Potentially, there is more. At 
best, the European corporate sec- 
tor could be modernised and lib- 
erated from the shackles of 
nationalism and political interfer- 
ence. The biggest prizes could go 
to Europe's corporate giants, 
which have already seen their 
share prices multiply under the 
impact of global investment flows 
- much of it from the US. litis 
sector of leviathans is also being 
expanded through the wave of 
Continental European privatisa- 
tions. Consider the example of 
Germany’s Daimler-Benz. Until 
only a few years ago, it was a 
near-basket case of muddled flag- 
carrying and industrial conglom- 
eration. But now it has been re- 
invented as a shareholder- 
friendly multinational suffi- 
I dently self-confident to launch 
as the dominant partner, a 
merger with America’s Chrysler. 

But what about the medium- 
sized and smaller nwwpany sec- 
tors? Germany's Mittelstand of 
privately-held companies, for 
instance, has traditionally been a 
vital part of the country’s eco- 
nomic strength. More German 
companies are going public than 
in the past, but across Europe the 
smaller companies are of compar- 
atively little interest to interna- 
tional investors. 

Thus a two-tier European cor- 
porate economy seems to be 
developing. Some 200 to 300 big 
corporations are likely to make 


Europe is upstaging Wall Street, and the euro offers 
investors hope for even more vigour, says Barry Riley 
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With an economy on the brink of not help. Japan’s banks are still 


Low interest rates alone will 1 up the pan-European market. For 


recession, a case can be made for 
a cut in the nominal rate. 

Yet Japan being Japan, the 
loudest plea in the public debate, 
which comes from the politicians, 
is not for a cut but an increase. 

The politicians are keen on an 
increase because ft would boost 
the income of Japan's savers. As 
well as winning votes, this could 
boost flagging consumption. Oth- 
ers argue that It would help to 
boost the yen. 

The debate is hotting up. Bat 


fragile and are reluctant to lend 
whatever the interest rate. If the 


the foreseeable fixture the smaller 
company sectors are likely to 
remain primarily local and 


Baltic of Japan wishes to run an I domestic — although exchanges 


expansionary monetary policy. It 
will have to inject money into the 
economy Itself. This means very 
large-scale purchases of assets, 
including bonds and equities, 
from the private sector. 

Of course, this strategy would 
also exert a powerful downward 
influence on the yen. A much 
mare expansionary fiscal policy, 
desirable in itself; would affect 


in fact, these arguments mt™ the this, but is not yet to prospect A 


point The challenge for Japan's 
policy-makers is to give an infla- 
tionary boost to an economy in 
the grip of disinflation. An expec- 


faffing yen - and a rising exter- 
nal surplus - may simply be the 


such as the Brussels-based 
Easdaq are attempting to develop 
a Europe-wide new company 
market to the more glamorous 
and international sectors, nota- 
bly technology. 

The separation between inter- 
national and domestic was on 
display to the UK last year when 
theJFTSE 100 Index, packed with 
multinational bine chips, 
returned a growth rate of 29 per 
cent while the corresponding 250 
Index of middle-ranking stocks 


price the world has to pay for rose only 10 per cent The shift 


recovery to Japan. 


Golden jubilee 


The multilateral trade system, 
which marks its 50th anniversary 
this week, is one of the most 
remarkable creations of the post- 
war era. By sweeping away pro- 
tectionist barriers, it has contrib- 
uted immeasurably to interna- 
tional prosperity and stability, 
paving the way for a more open 
and integrated global economy. 

Government leaders and minis- 
ters have every reason to cele- 
brate those achievements at the 
World Trade Organisation meet- 
ing which opens in Geneva today. 
But entrenching the gains of the 
past half century requires dear 
objectives far the future. 

The biggest danger lies In ask- 
ing the WTO to do too much. It is 

already committed to negotia- 
tions soon an agriculture and ser* 
vices, which may blossom into a 
trade round. 

Other fareks include investment 
and competition policy, and deal- 
ing with environmental and 
labour standards. All these mat- 
ters are conceptually complex. 
Most are politically contentious. 
None will be.easfly resolved. 

The pressures to expand the 
WTO’s agenda reflect Its increas- 
ingly central importance as a 
forum for global economic man- 
agement But it cannot be expec- 
ted to resolve every issue of con- 
cern to its members - 
particularly if they continue to 
limit its budget and resources to 
niggardly levels. Unless govern' 
merits agree realistic priorities, 
the system may become over- 
loaded and its effectiveness 
impaired. 

What should those priorities 


embroil it in environmental and 
labour rights issues often seem 
aimed at restricting, not liberali- 
sing, trade. 

The US and some other coun- 
tries say the WTO must respond 
to cancans about such issues if 
free trade is to command popular 
support However, the main rea- 
son environmental and labour 
lobbyists are pressing their case 
so hard In the WTO Is that other 
forums have failed to deal with it 
adequately. The answer must be 
to create institutions better 
equipped to deal with such 
demands - not to confuse them 
with trade policy. . 


wrong-footed many of the big UK 
Inves tment Iggljt ntinng 
As the big companies grow 
more international, stock 
exchanges are becoming aware 
that the need to carve out a role 
in the cross-border markets of 
the future is more pressing than 
their traditional focus an their 
domestic empires. Far example, 
co-operation between the Paris 
and Frankfurt bourses, and their 


BS . 


derivatives equivalents, is put- 
ting pressure on London, which 
has dominated international 
business. 

Flagship national equity mar- 
ket indices composed of market 
leaders, such as the DAX, the 
CAC 40 and the FTSE 100, face a 
limited future: some say 10 years, 
others five. The race is on to 
design and promote the Europe- 
wide index to replace the m: c on- 
tende rs so far include FTSE’s 
Eurotop series and Dow Jones’s 
Stoxx indices, while Standard & 
Poor’s has a product almost 
ready for launch. 

Which inder will flawh up on 
21st century TV screens across 
Europe, as a snapshot of the 
day’s stock market progress? We 
should get an early indication of 
the winner from tire performance 
of the various new futures and 
options contracts to which these 
pan-European indices are being 
linked. 

Meanwhile, the euro poses a 
direct challenge to Europe's laby- 
rinth of nationalistic controls on 
investment institutions. Insur- 
ance companies and pension 
funds in many countries have 
been constrained to invest in 
domestic assets, rather than for- 
eign ones, and restricted in their 
ability to hold equities rather 
than bonds. 

But from January 1 next year a 
much wider choice of assets will 
become “domestic” for institu- 
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tians in the 11 countries that will 
form Euroland. This will immedi- 
ately open up the bond markets. 
And it is expected that cross- 
border demand for equities will 
increase too, as institutions 
become more international and 
governments respond to the 
demographic pressure for the 
increased funding of future 
pensions. 

There are worries in Europe 
that the big winners will be the 


Companies and 
investors are likely 
to emerge as 
winners - with help 
from the euro 


Americans, who axe used to see- 
ing Europe in the round, rather 
than the Europeans themselves 
who will continue to be limited 
by their lack of perspective. 
Arguments are going on, for 
instance, about whether Europe 
should he carved up for invest- 
ment purposes into euro and non- 
euro segments, and European 
Union and non-EU territories. 

Does Euroland represent a 
coherent economic entity? Not 
necessarily from the global inves- 
tor's point of view. “Dutch pen- 


sion funds don't want to exclude 
Switzerland, with, its big pharma- 
ceutical companies,” says Mr 
Mantel of Dresdner RCM. So 
investors are inventing their own 
economic geography: they talk 
about “Pan Europe" (the whole 
EU. including non-European eco- 
nomic and monetary union mem- 
bers. plus Switzerland and Nor- 
way) or even “Extended Pan 
Europe" (which includes some 
countries to the east). 

Borders are becoming fuzzy. 
Stock market analysts are cur- 
rently fascinated by the decline 
of country and the rise of indus- 
trial sector as influences on share 
prices. A pointed example of this 
shift came last month when the 
London-based fund management 
group Foreign & Colonial decided 
to wind up its German Invest- 
ment Trust and merge it into a 
sister Pan Europe fund. 

A Brussels firm. European 
Benchmarks, says four European 
stock market sectors can be iden- 
tified: pharmaceuticals, finan- 
cials, oils and consumer brands. 
Others are emergi n g as national 
influences fade. But investment 
banks conducting similar studies 
have come up with conflicting 
results: ABN Amro thinks chemi- 
cals is the most coherent sector, 
but Goldman Sadis cannot make 
the correlations work at all well. 

The big investment banks are 
themselves well ahead with 
restructuring, even if their strate- 


OBSERVER 


Junior’s 

choice 

Time Is running out for 
Luxembourg to appoint the head of 
its first central baik. 

The tiny European state hasn’t 


That is not to deny that the needed a central bank before as It 
general public has a right to doesn’t have its own money to run 


know more about how and why 
trade policy decisions are 
reached. The WTQ needs to do 
more to make its activities trans- 
parent «nri explain them to the 
outside world. 

But governments must take 
prime responsibility for sustain- 
ing public support for trade liber- 
alisation. They win not succeed 
by appeasing protectionist loin 
bies, whatever their guise. 
Instead, they must persuade elec- 


- it is In a currency union with big 
brother Belgium nod door. But 
under the European Union’s 
Maastricht treaty, it has to have a 
central bank by June 1 if it’s going 
to join n the new single currency. 

It appears that prime minister 
Jearv-Oaucto Juncker faces a 
dflemma in choosing between two 
leading candidates for the job. 

One is Jean GuSI, long-time 
director of the Institut Mon&aire 
Luxembourgeofa - the nearest 


torates that hberahsafiqn is in ( thing the Grand Duchy has to a 


be? One is to concentrate on eloquently expressed in Geneva 
targets that can yield the Wggest this we ek. But if the multilateral 

Sdc gains in ration to the ^J**^***™ 


their interest Bill Clinton’s foil- central bank - who comes from 
ure to So so was the main reason Juncker's pottical camp, the 
for his inability to win fast track Christa Socialists. The other is 
renewal last year. That should be Wes Msrsch, the treasury director 
a wanting to leaders elsewhere, -much respected in EU financial 
Unless they make the case for circles, who is aligned with the 
free trade more boldly, they risk Socialists, the other party In the 
surrendering the high ground to Grand Duchy's ruling coalition, 
its opponents and inciting resis- It’s a tough one for 
twncB to globalisation. Luxembourg’s young premier - 

They do not lack for argu- affectionately nicknamed "Junior 
meets. These wffl. doubtless, be by Germany’s Chancellor Hetmu 
eloquently expressed in Geneva - who has made somethin; 
this week. But if the mu l tilat eral of a name for himself as a skUfu 


effort needed to achieve them. . rojllpnni mn, political Raders 
term trade to clearly ona most do mare than pay lip ser- 
Above alL the WTO’s central vice to high ideals while abroad, 
mission must remain the removal Tfcey mast ensure they are lived 
of market barriers. Attempts to up to at bone. 


It’s a tough one for 
Luxembourg’s young premier - 
affectionately nicknamed ‘Junior" 
by Germany’s Chancellor Helmut 
KbW- who has male som e th i ng 
of a name for himself as a skilful 
operator in the EU. If he appoints 
Guffl, heU be attacked for making 
a political a p p o in t ment. If he picks 
Marsch, some of his patty might 
accuse him of disloyalty. 

Observer has a suggestion. One 


candidate could be appointed with 
a proviso that he steps down after 
a few years to let the other take 
over. On second thoughts, it’s 
such a silly idea nobody would 
ever agree to it 

Vague sanction 

So just what does President Bfll 
Cfinton have in mind for sanctions 
against India? There has beat 
much broad-brush outrage since 
the nuclear tests, but little detail. 

The relevant bit of statute - the 
Glenn amendment which is getting 
Its first run out - says the US must 
terminate bilateral assistance to 
India, stop credt and guarantees 
by any government agency, and 
prohibit US commercial bank loans 
to the Indian government 

US commercial bankers ki India 
dong business with state-owned 
enterprises would like to know 
what that means for them. So 
would US Investment houses 
acting as lead managers for India's 
dsinvestment programme. The US 
j embassy hasn't been much help, 

I aid offi cia ls say it will fake lawyers 
1 In Washington weeks to figure out 
what the sanctions will actually 
mean. 

Until the fog lifts, the Indians are 
accusing the US of hyping up the 
sanctions. The White House says 
the fasts might Jeopardise $21 bn in 
aid, grants and loan credits, Indian 
officials quote Si .4bn - the funds 
already to the pipeline. 

The US does have the grace to 
admit that it isn’t really sura of the 
figures, noting In a press release 


that "final numbers win depend on 
legal determinations as to the 
precise scope of the sanctions.” 
Whenever that might be. 

In the picture 

The top cats at Sotheby's and 
Christie's have been heard to 
moan into their Most that the new 
rich Just aren’t interested in art - 
they prefer to waste their wealth 
on fripperies Rke horses, houses 
and yachts. 

This may be changing. At New 
York's sales last week, new 
money, lad by Microsoft 
co-founder Paul Allen, seemed to 
be chasing pictures: he was said 
to be the buyer, for $12m, of a 
Monet view of Venice. With Wall 
Street looking a Bttte shakier. 
Sotheby's and Christie's think 
more spare cash will be along this 
autumn. 

The last art market boom ended 
in 1990 with a tremendous crash. 
Speculators, mainly Japanese, 
were left with hundreds of surplus 
| paintings some of which, like the 
j Monet, are only now regarded as 
! saleable again. 

This time round, the new buyers 
are taking good advice. Alien is 
advised by David Nash, former 
paintings supremo at Sotheby’s. 
Nash’s wife Lucy MitchelMnnes. 
once Sotheby's contemporary art 
specialist, was the buyer of the 
$T7J3m Warhol on Thursday on 
behalf of a private cfienL 

Simon de Pury. who quit as 
chafrman of Sotheby's Europe last 
year, paid $3.6m on Wednesday 


for a Bonnard, while -lames 
Rounder) once of Christie's, 
ensured that Phillips’ first main 
auction in New York went well by 
paying $2.7m for another Venetian 
Monet. Buying with other people's 
money sure beats trying to sell to 
PWBstines. 


Au pair 


Most of the Atlantic liners have 
long since steamed off to the 
scrapyard, but Liverpool - the 
depressed port in northern England 
- has a notion of holding on to a 
link with New York. It wants to twin 
with the Big Apple, which is 
already twinned with Jerusalem. 
Apparently state governor George 
Pataki Is keen, and an approach 
has been made to mayor Rudolph 
Giuliani. 

The home of the Beatles claims 
to be New Yorkers’ most 
requested UK tourism destination 
after London. There's a strong 
bond between New York and the 
Feb Four John Lennon lived in the 
Dakota Building overlooking 
Central Park for several years until 
his death, and part of the park was 
renamed Strawberry Fields in his 
honour. 

Last year. Liverpool appointed a 
tourism ambassador to its old 
trading partner - and who better 
than Sid Bernstein, the impresario 
of the 19® Woodstock festival. 
Four years earlier the New Yorker 
was the first to fake the Mersey 
Marvels across the pond and set 
up their first US concert In New 
York's Shea Stadium. 


fries vary. ABN Amro executives 
have just embarked on a global 
roadshow, emphasising the 
Dutch-owned institution's 
resources in 19 European coun- 
tries. The big US investment 
banks tend to be more concen- 
trated in London, from where 
their analysts cover the develop- 
ing European mega stock sector. 

Investors, though, are lagging 
behind. Only a handful of Lon- 
don’s big fund management 
houses have attempted to inte- 
grate their UK and European 
teams. Jeremy Tigue, manager of 

the giant Foreign & Colonial 

Investment Trust, a global fund, 
puts forward the typical wait- 
and-see argument. “It would be 
premature to merge the UK and 
Europe until it is evident 
whether the UK is going into 
Emu." he says. 

According to Adrian Paine, 
senior portfolio manager for 
Europe at American Express 
Asset Management. US-owned 
managers have therefore been 
able to steal a lead in the Pan 
Europe stakes while rivals squab- 
ble about domestic versus the 
rest of Europe. "It’s a fantastic 
opportunity for us." he says, 
claiming went strong perfor- 
mance. “We just focus on the 
larger stocks where the change is 
going on.’ 1 Amex’s 3‘JO-stock 
European universe cuts off at a 
minimum market capitalisation 
of S2.5bn t£i.5bn). 

For European corporates, the 
surge in share prices promises a 
reduction in the cost of capital, 
and the opening up of a euro- 
denominated bond market will 
bring important benefits too. But 
there will also be costs of adapta- 
tion to this effective Americani- 
sation of the capita] markets. 

Much depends on the accep- 
tance by European politicians 
and company executives of con- 
cepts of “shareholder value". US 
investors have substantial aggre- 
gate stakes in the leading Conti- 
nental markets, and UK institu- 
tions have some $250bn invested 
across the Cbannel. They are 
inclined to flex their muscles and 
insist that companies are run to 
benefit shareholders - which is 
still a controversial subject in 
several European countries 
where banks and trade unions 
have been much more important 
stakeholders. 

Attitudes to equity buybacks, 
for instance, still vary, although 
obstructive German legislation is 
shortly to be changed. The accep- 
tance of mergers remains patchy: 
they have become important In 
Switzerland, but Europe- wide 
cross-border rationalisation in 
sectors such as banking or 
motors, though badly needed, 
remains noticeable for its near- 
absence. And defence industry’ 
restructuring, plagued by flag 
carrier considerations, has pro- 
ceeded at a snail's pace in Europe 
compared with the US. 

But there is scope for progress. 
American investors, having given 
up on east Asia, are pinning their 
hopes on Europe to accept the 
baton from a tired Wall Street. 
“Changes in government, corpo- 
rate and investor behaviour are 
likely to combine to raise the 
average valuations in equity mar- 
kets in Euroland." says Mike 
Young of Goldman Sachs. 

For the time being, though, 
Europe remains characteristi- 
cally divided. Half of its stock 
market capitalisation is outside 
Euroland. Currency exposure will 
remain a problem in the UK. 
Switzerland and elsewhere. 
French socialism is a significant 
and obstructive force. 

Battles remain to be fought 
But when they are engaged, com- 
panies and investors are likely to 
emerge as clear winners - with a 
little help from the euro. 


100 years ago 

Coal And The 
Spanish- American War 
In modem warfare, as the 
events of the past month have 
proved, it Is quite as important 
for combatants to keep their 
cod bunkers won filled as to 
keep their powder dry. The 
news that came from Sydney 

yesterday suggests that the 
United States are apprehensive 
as to their home supplies of fuel 
proving inadequate, for In April 

San Francisco took 27,000 tons 
of coat from Newcastle, New 
South Wales, and this month 
arrangements have been made 
for the shipment of 150,000 
tons. Purchases on so large a 
scale by a great coal-producing 
country are by no means 
without significance, and to the 
extent to which they benefit 
Colonial trade they are certainly 
very welcome. 

50 years ago 

Canada Trade Protest 
The Canadian Exporters' 
Association has asked Mr. C.D. 
Howe, Minister for Trade and 
Commerce, to take steps to 
stop the "alarming*' drop in 
exports to the British Empire, 
i “Canada's export policy is 
apparently aimed at building up 
a United States dollar surplus by 
directing our exports to 
hard-currency countries." the 
Association said. 


t * 
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THE LEX COLUMN 


Clash of the nerds 


This Ib the big one. Barring a miraculous 
reconciliation, Microsoft will wake up 
today embroiled in the biggest antitrust 
case since the break-up of AT&T. Will this 
also be Wall Street's wake-up call to the 
risks this legal battle carries for one of its 
favourite stocks? 

So for, Wall Street seems to have 
Shrugged off the threat After all, Micro- 
soft has had several brushes with the 
competition authorities and survived 
them rather well The company's experi- 
ences in court have not obviously slowed 
down its ability to Innovate. 

But the US Justice Department's expec- 
ted antitrust charges have the feel of 
something altogether more serious. First, 
they are being brought by a department 
which, under the vigorous hand of Joel 
Rioig , is pirnwg in g 1 as increasingly activist 
and confident. 

Second, the charges appear to be 
broader than any faced by Microsoft yet 
the company stands accused of abusing 
its market power. 

It is too early to start predicting out- 
comes. But consider the following risks - 
first, that fighting the legal battle this 
Hmfl undermines the company's ability to 
compete. IBM’s experience stands as a 
stark reminder. Second, on a worst case 
scenario, it could lose, and be forced to 
operate its applications businesses sepa- 
rately and at arm’s length from its operat- 
ing systems business. This would amount 
to a virtual break-up of the company. Wall 
Street should take note. 

Mannesmann 

For what purports to be basically a capi- 
tal goods company, Munmwnwrin fa some- 
thing of a stock market wander. Its shares 
have outperformed a sprinting German 
market by mors than 30 per cant since the 
start of the year. Embarrassingly, how- 
ever, its stellar performance has less to do 
with its sluggish automotive and engi- 
neering businesses than its strengths in 
mobile telephony and growth prospects in 
a liberalised European telecommunica- 
tions market 

On the face of thin gs, Mannesmann is 
still crying out far more radical treat- 
ment Its engineering business, which is 
forecast to account, for nearly DM17hn or 
40 per cent of 1998 sales, has operating 
margins of less than 2 per cant And the 


Microsoft 
stare price (S) 


But the cross-border deals also show 
how Europe’s largest insurers, approach- 
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automotive parts business is only slowly 
recovering. Without the mfawrwn* unit’s 
returns to shield behind, these industrial 
businesses would have trouble attracting 

wipi fal 

At current share price levels, a fall 
demerger of these divisions would be 
unlikely to nwrieii shareholders. But other 
moves that sharpen up wurngfag sh ould be 
pursued. Joint ventures in tubes and now 
also in defence - with Krauss-Maffei’s 
tanks business taking a junior position to 
Wegmann, its battlefield taxi partner - 
are an encouraging start A complete exit 
from these low return businesses would 
be even better. Promising investors a 
more focused grow? should give them con- 
fidence in *ri gnwig up to the forthcoming 
DM3bn in qwhrt increase. 

European insurance 

Ask a European fnsurar what difference 
the ntn gte currency will wuAe and the 
answer tends to be: "Not a lot” Insurance 
is so intimately related to local tax and 
social security regimes that It will take 
far mare than the euro to harmonise the 
market, so the argument goes. But the 
level of deal-making suggests that the lat- 
est reduction in national barriers is acting 
as a catalyst to change. Take Allianz's 
takeover of AGF, the related Generali/ 
AMB deal, and Axe-UAP’s move on Roy- 
als Beige: all allow ftnniariinte rationalisa- 
tion of operations in France, Germany 
and Benelux The cost-savings - played 
down of course - will help combat intense 
competition, in an over-endowed industry. 


fog saturation presence domestically, new 
regard the euro-zone as Ihefr backyard, ft 
leaves them waD placed to develop prod- 
ucts that will eventually be sold across 
borders. 

This will probably be in long-term 
savings at first, backed by theintematjon- 

atUifftlffl of fond TT^ p-nagwmpyr t That In 

turn is being formed by the reduction of 
currency risk and the growth in equity 
investment on the co ntin en t 

The cross-industry deals pursued by the 
Dutch nd Belgo-Duich financial services 
groups, ING and Partis, also point to 
accelerated change in the way financial 
products are sold. 

Indeed it Is s u r pr is in g how ranch scepti- 
cism remains about bancassurance, con- 
sidering how widespread ft already is. The 
question is whether vertical integration 
between the insurance producer and the 
bank retailer wifi pay off better than a 
looser rangB of distribution agreements. 
The main concern about financial services 
conglomerates is the complexity of their 
FnmTUffpmfliT t especially if the * * « itn h is 
geographic as wall as industrial. 

The tests will be the same as for other 
multinationals: how effective is head 
nfliffft at BwHtng strategy, disseminating 
best practice and imposing financial disci- 
pline? 

Although the euro-zone deals have ctm- 
siderable logic, it is a difficult bandwagon 
for outsiders to jump on. Financial ser- 
vices company prices are generally high 
in Europe, but the risk of overpayment 
has been limited in recent deals. Either 
tho Mrtrtar ah-wndy Viari q if folro - deterring 
rivals and reducing the overall cost - or 
there were cross-holdings to barter with. 
In other words, several companies had 
sown the seeds for crossborder consolida- 
tion. 

Against this background ft is no sur- 
prise that UK and Swiss groups have gone 
for domestic mergers and the transatlan- 
tic option - the Zurich/BAT fliumriirf ser- 
vices deal - Is partly about the latter. 

In fact most of the axe rte fa r miv iw 
rather than expansionist. The insurance 
industry's story of overcapacity aggra- 
vated by additional competition from new 
entrants is wall known. With national bay. 
tiers being whittled away in Europe, the 
urge to merge is unhkeZy to 
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FT WEATHER GUIDE 


Europe today 

Southern ScancBnavta. the Low 
Countries and Fnenoe wffl have 
plenty of stmsWne. After a fine 
start, Germany and the eastern 
Alps may have showers, but these 
wrfB be weft scattered. Northern 
Scandinavia wiO also be showery. 
There wffl be thundery rein across 
the Mecfitorranaan. The east wffl 
be insetted, but a few thundery 
showers are also Ifkety across 
interior parts of the Iberian 
perrtrwuto. The Balearic* and the 
south coast of France should 
remain dry and mostly sunny. 

Fhre-day forecast 
High pressure across northern 
Europe will keep K dry and suvty. 
However, as a low pressm 
system moves into Scandinavia, a 
weakening cold front wffl push 
south during Thursday and Friday, 
bringing showers and cooler dr. 
The Mediterranean will have 
scattered thundery rain. 
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Clinton 
to woo Ulster doubters 

Attempt to win strong Protestant backing for peace deal 


By Dm# WjWaa to i ton l nfl i iw 


President BCD Clinton and Tony 
Bbdr, the UK prime minister, yester- 
day heU out the prospect of a sings 
of toward investment into Northern 
frehmd in a last attempt to persuade 
doubting Protestant voters to back 
the peace deal. 

The offer cqip” as the prov in ce 
faces a historic referendum on Fri- 
day on constitutional changes 
agreed at Easter. They aim to end 80 
yean of violence. 

While an overwhelming majority 
of nationalists are expected to back 
the agreement, an opinion poll pub- 
lished last week showed that a 
majority of the unionists who had 
mwfa np their intended to 
vote against Unionist misgivings 
have been grow i ng over issues such 
as the early release of prisoners and 
the absence of progress on 
decommissioning terrorist weapons. 

Launching campaigning 

before the referendum, both leaders 
Stressed that peace and prosperity 
would go hmwf hi hapA but that the . 


prospects for the province would be 
bleak without a strong Yes vote. 

In a joint tefevisfon interview with 
Mr Blair, President Clinton said 
there would Be increased US Invest- 
ment if tiie process continued. But 
the people of Northern Ireland had 
"a great deal to lose" If they walked 
away fmmthe agre emft n t 
Mr Blair said the government 
would "have to stand ready to pick 
up the pieces” if the vote were No. 
But the agreement was the only seri- 
ous way forward for the province. 

“I have still not heard from any- 
body what tiie alternative Is. ft is 
not tbe status he said. 

He conceded that the Yes cam- 
paign bad suffered a serious setback 
when terrorists from the Irish 
Republican Army, on temporary 
release from prison, received a 
standing ovation at a Sinn F6Xn 
rally.- .... 

"I am not to tiie least surprised at 
the public revulsion because it is 
revulsion. I share myselt But that 
isn't a reason for rejecting this 
agreement,” Mr Blair told a press 


conference at the end of the (B sran- 
Tjojt to Birmingham, England, . 

But Mr Blair said the polls 
- suggested many people' ware still 
aadacjdad. who would yobs to favour . 
if they were reassured bn lssuee- 
such as decommlwrfoning and the - 
early release of prisoners. “We have 
got to uqa the last few days to Jay ' 
that concern to rest,” he. said,. 

The Yes campaign is expected to' 
receive a boost this week when Wary 
ran Porter, a former feeding member 
ot the Protestant Orange Order, c&n* 
for a Yes vote. The order, a unionist 7 
movement with 60,000 members, has 
refused to endorse the deal - in spite 
of an attempt by Mr Blair to win k 
over. - - 

The British prime minister wffl 
visit Northern Ireland again on 
Wednesday, taking a high profife, in 
the run-up to the referendum after 
polls showed he. was trusted by the 1 
people of the province, said Downing 
Street During the summit Mr Bbte 
lobbied other worid leaders over 
inward investment to underpto 
peace process. ... 


Indonesia tries to restart ailing 
economy as wave of riots subsides 


By JHw JHMag 

and Sender Tlnm to Jakarta 


Indonesia's banking system is due to 
reopen today as the government 
tries to restore order and restart the 
economy after a wave of rioting that 
threatens President Suharto’s grip 
on power. 

White quiet returned to the streets 
of Jakarta and same shops resumed 
trading yesterday, riots flared to 
other cities over the weekend. Bank- 
era and diplomats warned of a deep- 
ening flwwnmte nrMa after the disor- 
der, which has left 500 dead to and 
around the capital. 

“The quiet is not calm. It tea state 
of shock after the violence of last 
week,” said one diplomat. Be a dd ed 
that National Awakening Day on 
Wednesday, the anniversary of 
Indonesia’s first anti-colonial move- 


ment, could provide a focus for 
renewed protests. 

Seeking to show he remains in 
charge, Aft Suharto said he would 
reshuffle his cabinet and calted for 


tough action against rioters. A state- 
ment from the military said more 
than LOGO bad been arrested since 
riots tntangfflad last week, bringing 
the -capital to a standstill and 

Many to Jakarta blame the udfe. 
ttary for foiling to stem the threat, 
and it has apologised. "AHRI apolo- 
gises to all sections of the 
nation... for the conditions that 
exist at .tiie moment," a statement 
said. “ABRI Is reedy to risk all its 
credibility for tlte return of security 
and peace.” Diplomats said Mr 
Suharto's proposed cabinet reshuffle 
Was httprpfpd tO >A gnttl hfe flmcfidUty. 
ft follows the announcement last Fri- 
day of a reduction to the foal price 
increases whose Introduction at the 
start of hut week triggered the 
unrest. 

put pro-reform intellectuals, for- 
mer ministers and officers who met 
at the University bt Indonesia on 
Saturday were scathing, saying Mr 
Suharto was merely, trying to boy 
time, “It is too little, too late," said 


Frans Seda, a former finance, 
minister. 

. : Student' leaders piedged to 
their protests this week, 
students have not tort guts." said 
Hakim Hatta. leader of the pyor 
student movement . • ■ 

International pressure on Jafctttt 
mounted over the weekend, with the 
meeting in Birmingham, England, of 
tha Group of Eight leading industria- 
lised countries urging political 
reform. Many governments are 
arranging for their citizens to be 
evacuated. 

The US dismissed suggestions that' 
reforms required under a $43bn 
International Monetary Tqnd 
programme had caused Indonesia's' 
social explosion. 

The Asian Devekvnent Bank is to 
decide today whether to proceed 
with a loan to Indonesia. Malaysia 
said it would go ahead with a $2S0ra 
bridging loan. 


Hats paralyse economy, Page 3 
Editorial Comment, Page 15 ' 
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OSKOL ELECTROMETALLURGICAL KOMBINAT 

Story Oskol, Belgorod Region, Russian Federation 


USD 120,000,000 

Longterm loan for the modernisation and 
capacity expansion of the rolling mill 
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German insurer aims for dominance 

The approach of Europe^ economic and 
monetary unton has caused a struggle for market 
share among the continent's principal hsurere. 
With premium income of DMIlObn (S60.4bn) Affl- 
anz, Germany’s biggest insurer, is emerging as 
one of only a few European companies capable of 
dominating a single market in Insurance. Page 20 

Lafarge to tap eurobond market 

Lafarge, the French construction company,- wil Join 
a growing list of Wg-name borrowers when it tape 
the euro-denomtnated bond market this week with 
an E500m offering. The bond Is seen as a minor 
landmark by barkers at Paribas, which will lead- 
manage the issue. Market Movers, Page 19 

Dollar faces testing week 

- . - — The doHar begins the 
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BELGIAN BANK WILL BECOME ONE OF EUROPE'S TOP TEN FOLLOWING AGREED $11.1 BN ALL-SHARE BID 


Fortis to merge with Generate 


5*™*. ' . ■ : week on a vulnerable 

Asstafitbe OM (DM parS) . footing. It has been rally- 
' Ing against the yen and 

. D-Mark in spite of grow- 

AX ing evidence that the 

1Rn /f” • European economies are 

. “ accelerating. The dollar 

— faces another test the 

Va j ■ ■ i e '~ day after the Fed’s 

. rags aj 87- » meeting, when the US 

in trade deficit for March Is 

revealed. The D-Mark 
could benefit from more strong 
German economic data, which are expected 
throughout the week. Currencies, Page 24 

Indonesia crisis troubles investors 

The return of positive sentiment to Indonesia is not 
just a question of President Suharto standing 
down. A new head would still Inherit a weak econ- 
omy, Instability could spread to Indonesia’s neigh- 
bours and, worst of afl, a political breakdown cre- 
ates the possibility of Indonesia defaulting on its 
overseas debts. Emerging Markets, Page 21 

Traffbrd Park's merger plans upset 

After spuming overtures for 30 years. Sir Neil 
Westbrook, chairman of Traffbrd Park Estates, has 
finally put the UK property group Into play. But its 
merger deal with Cheska-based Barlows, has 
roused the interest of what Is now a hostile party, 
Great Property of Dubdn. Page 18 

Japanese bond market sees surge 

White leaders of the GB industrial nations worry 
about the record equity prices being recorded in 
the US, on the other side of the Pacific another 
striking market surge b under way - in Japanese 
government bonds. G ov e rnm ent bonds. Page 20 


By ffsS Buckley to Brasses and 

Jane Martinson to London 

Fords, the Belglan-Dutch 
financial services group, will 
announce this morning an 
agreed $H.lbn all-share hid for 
Generate de Ba tuple. Belgium's 
biggest bank, to create one of 
Europe's top 10 banks. 

The move is expected to be 
quickly followed - possibly 
today - by an nffw by Suez 
Lyonnaise des Bauac. the 
French utility company, for 
the 36.6 per coat it does not 
already own of Soctete Gener- 
ate de Belgique, Belgium's big- 


gest holding company. SGB is 
the leading shareholder in 

Generate de Banque with 
almost 30 par cent, and also 
has a stake in Frails. 

The banking merger, that 
will create a group with total 

J35hn, is one of the biggest 
examples yet of the quest far 
size awinwg European banks 
and flnanrfai gr ou p s as they 
prepare to face the European 
single currency next year. 

it will give the Belgian gov- 
ernment “Grande 
Beige” it has long pressed for, 
and mark the final stage of a 


rush of alliances, mergers and 
takeovers that have Involved 
all Belgium's top eight han ks. 

The Fortis/Gdn&rale and 
Suez/S GB moves together wifi 
also change the face of Bel- 
gium's corporate sector, lead- 
ing to two of Belgium’s largest 
and oldest companies disap- 
pearing from the Brussels 
bourse. 

The seven-for-three offer by 
Fortis AG, the group's Belgian 
arm, for G&ndrale de Banque 
values the bank’s shares at 
BFr34,733, a 14 per cent pre- 
mium to Friday's dosing price 
of BFr21 > 850, and values the 


whole of G&terale de Banque 
at BFr409bn. 

Fortis AG will announce a 
BFrl53 dividend for existing 
shareholders at the garni* time, 
to be paid before the deal is 

completed. 

SGB and two other main 
shareholders have already 
agreed to exchange their 
stakes in G6n6rale de Banque, 
totalling 33JJ per cent, for For- 
th shares. 

Fortis AG has been advised 
by JP Morgan, while the Bel- 
gian-Dutch Fortis parent group 
was advised by Morgan Stan- 
ley Dean Witter. 


The transactions will consid- 
erably simplify Suez-Lyan- 
nai&e's financial holdings in 
Belgium, leaving it with a 
direct stake of about 25 per 
cent in the enlarged Fortis. It 
is expected to reduce this to 
about 20 per cent in the near 
future. 

The restructuring is part of 
Suez-Lyonnaise's attempt to 
focus its activities on utilities, 
particularly the 50.3 per cent 
direct stake it will be left with 
in Tractebel, the fast-growing 
Belgian energy group, and to 
meet its pledge to double earn- 
ings per share by 2002. 


Volvo set to slash 
supplier base in 
cost-cutting drive 


By Tim Bat to Stocktahn 

Volvo, the Swedish automotive 

group, is planning- to CUt itS 

supplier base by about three- 
quartos in an attempt to drive 
down purchasing costs and 
improve operating margins. 

The company, which sources 
car compo n ents from some 400 
“tier one" suppliers, hopes to 
reduce that total to about 100 
by 2005. 

T>rif J ohansson, pWrf execu- 
tive, said the plans marked the 
latest step of the Volvo 2000 
campaign . - a strategy 
announced in December to lift 
productivity by 5 per cent a 
year and increase annual sates 
by 10 per cent to SKr250bn 
($82hnX 

In an interview with the 
Financial Times, he sakfc “We 
are not satisfied with operat- 
ing margins at present and 


cutting the supplier base is 
ram way to reduce operating 
costs.” 

Volvo is aiming to cut its 
SKrlOObn purchasing budget 
by about 9 per cent a year and 
lift operating margins from 4 
pear emit to 5-7 per cent 

Mr Johansson, who joined 
Volvo in 1997 after three years 
as rihtef exe c utiv e of Electro- 
lux, the white goods manufac- 
turer, aairi a lean supplier base 
was a vital part of Volvo’s 
strategy of focusing on two 
platforms in its car division. 

“We are full Of mnfMgrre 
that this is the right rou te for 
Volvo,” be said, adding that 
consolidation in the automo- 
tive industry following the 
recently announced merger of 
Daimler Benz and Chrysler 
posed little threat to Volvo. 

As part of the cost-cutting 
programme, the Swedish group 





A Volvo S40 on the way to victory in the British Toratng Car Champion sh i p at Brands Hatch yesterday Reuters 


Is switching from dual 
sourcing to single-sourced car 
parts, with suppliers being 
more responsible for pre- 
assembling component mod- 
ules. Volvo is expected to 
unHwiinp the benefits of that 
strategy next week when it 
launches its new S80 large car. 

Andes Franzen, Volvo Cars’ 
vice-president for strategic 


sourcing and purchasing, said 
the new car would rely on 70 
fewer suppliers than the 
S90/V90 range it is replacing. 

“On ihia car, we aim to use 
no more than 150 suppliers, 
and. if you look into the 
fixture, we could end up with 
only 100 suppliers across the 
division," he s a i d 

In developing the S80 - esti- 


mated to have cost SKr30bn - 
Volvo has farmed out develop- 
ment work and pre-assembly 
of subsystems such as brakes 
and s eating to sin gle suppliers. 

Mr Franzen said Volvo 
hoped to forge deeper partner- 
ships with such suppliers, 
leading to lower costs and 
more efficient delivery and 
assembly times. 


Federal-Mogul may halt brakes consolidation 


By Haig Smoateii, 

MW* nKMISuj UKIBipanMK • 

Federal-Mogul, the US engine 
parts group that owns TAN of 
the UK, could start making 
brakes in a move to reverse 
the recent cansohdatlan of the 
world’s multi-billion dollar 
automotive brake business. 

The move cranes as Dana, a 
leading US components group, 
awaits approval for its $35bai 
pj qnngri acquisition of Echlin, 
a car parts group with sub- 
stantial braktsg activities. 

Buying Echlin would give 


Dana the expertise to simply 
co m p l ete component “comers" 
to car and tmnkmakesrs. 

Consolidation in the parts 
industry has led to a sharp rise 
in the use of earners. Such 
mndiiipfl are assembled by one 
supplier but comprise parts for 
suspension, chassis and 
steering that were previously 
delivered separately. 

Brakes have, however, 
resisted the trend towards 

To q^nlarkiitinTi and Still tffrid 

to be supplied as independent 
units for separate fnstallatinn 
by the vehicle manufacturer. 


Dick Snell, Federal-Mognl’s 
chairman, said the possible 
expansion into brakes would 
come via T&N. The UK com- 
pany's Ferodo subsidiary Is a 
leading manufacturer of fric- 
tion materials used for brake 
pads. However, Mr Snell 
revealed in an interview that 
T&N had also been conducting 
secret development work an a 
new, lighter weight and highly 
durable braking technology. 

Federal-Mogul and Dana are 
also believed to have consid- 
ered bidding for the braking 
activities under review by ITT 


Automotive, one of the market 
leaders. The review, expected 
to lead to a sale, would trigger 
the biggest shake-up in the 
indnstry since the acquisition 
of Allied Signal’s hydraulic 
brake business by Bosch two 
years ago. 

Mr Snell said he had 
declined to bid for the ITT 
operations because of pri ce. 
Observers expect ITT to 
receive strong interest from 
other big automotive suppli- 
ers, TTH»hiriing Rjpmprts of Ger- 
many and Tenneco Automo- 
tive of the US. Details of 


Dana's plans for Echlin remain 
undear, as the company has 
been prevented from giving 
more Information under SEC 
rules. However, the deal 
should buoy Dana by provid- 
ing braking technology and 
reinforcing Its strong after- 
market business for automo- 
tive parts. About $2.4bn of 
Echlin’s $3.6bn annual sales 
are to the aftermarket. 

Separately, Mr Snell said 
Federal-Mogul had made prog- 
ress in identifying possible 
buyers for Its thin-walled 
engine bearings business. 
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Benefits in the east 
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With the agreement on the 
membership of the European 
single currency club, one of 
the most profitable games in ' 
the recent history of the 
regional capital markets has 
come to an end. But there 
could be more membership 
games to crane. 

Inteest rate, currency and 
bond yield convergence among 
the socalled dub Med 
countries, primarily Italy and 
Spain, brought enormous 


hrmri yfelriR falling by 700 basis 
points - or seven percentage 
points - in the past time 


The first wave of European 
economic and monetary union 


members have effectively 
co nve rged. And the pickings 
from potential convergence of 
a second phase of membership 
- which may well include the 
UK, Denmark, Sweden, and 
possibly even Greece - are 
also getting a little thin. The 
10-year Swedish government 
bond yields only 82 basis 
points more than Germany's. 
Further east, however, there 

are a reft of countries that are 

prirpri )k emerg in g marke t 

debt, but have the potential to 
attach themselves to the coat 

tails of German economic 
credibffity within a realistic 
timeframe. 

David Levey, co-head of the 
sovereign risk unit at the 


credit rating agency Moody’s 
Investors Service, says: “The 
next big question for the euro 
will be expansion to the East”. 

The Czech Republic. 
Hungary, Poland and Slovenia 
look like realistic candidates 
for Emu membership over a 
five to 10-year horizon, and 
they &n have government bond 
markets. And the great thing 
about the desire to join Emu, 
as Italy demonstrated, is that 
it imposes a fearsome 
streftjacket an fiscal policy, 
one- that is good for braid 
investors. 

Indeed, in the lead-up to 
membership, currencies would 
be expected to have informal 
links to the euro, providing 


more currency and Interest 
rate stability. 

Shorter-term yields on local 
government bonds in these 
countries range from 15-25 per 
cent, 1,000 basis points - or 10 

percentage points - highe r 
than in Germany. 

Of course, an enormous 
transformation is required for 
these countries to fulfil the 
requirements both for 
European Union membership 
ami Emu. 

It is easier far governments 
to be fiscally austere when 
annual per c ap ita income is 
I $25,000, rather than $7,000. And 
! there is considerable political 
risk. Yields on Ukrainian 
eurobonds are 1,000 basis 
points higher than Poland’s, 
demonstrating the potential 
downside. 

Certainly. Italy and Portugal 
offered better credit ratings 
and less cause for political 
concern at the start of the 
1990s than these East 
European countries have now. 

But Sonja Gibbs, senior 
market stra t e gist at Nomura 
International, argues: "Tor 
those countries whose 


governments are keen to join 
the EU, there is little prospect 
of policies that are not 
favourable to investors. And 
tiie tangible benefits to these 
countries of EU membership 
are enormous.” 

They are not laden with the 
same debt levels as Western 
counterparts such as Italy and 
Belgium. Budget deficits are. 
with the exception of Hungary, 
well short of the Maastricht 
hurdle of 3 per cent of gross 
domestic product, and that is 
without the accounting tricks 
pursued by some of the Emu 
11 - 

Inflatkm also tailed 
down considerably in these 
countries and is not far off the 
levels of the Club Med 
countries before the last 
recession. And trade is already 
highly integrated with the 
Emu zone. 

Mr Levey also points out: 
“From the point of view of the 
French or German political 
leaders, these countries offer 
less of a competitive threat if 
they are brought Inside." They 
also offer t he attractions of a 
new frontier for investment, 


ICI sale 
to DuPont 
held up by 
competition 
inquiry 

By Jenny Luesfay In London 


The planned $750m sale of 
Tiojdde, titanium dioxide sub- 
sidiary of Imperial Chemical 
Industries of the UK, to 
DuPont, US chemicals group, 
is embroiled in a protracted US 
competition investigation into 
its impact on European and 
Asian markets. 

The sale of Tioxide’s Euro- 
pean assets to DuPont, sched- 
uled for completion early this 
year, is part of a $3bn deal. In 
which DuPont also acquired 
lCl’s global polyester business. 

The polyester sale was com- 
pleted on December 31. after 
clearance in both Europe and 
the US. But while EU competi- 
tion authorities agreed to the 
titanium dioxide acquisition In 
October, the US has yet to fol- 
low suit. 

1C1 and DuPont had sought 
to avoid objections on competi- 
tion grounds by selling Ti ox- 
ide's 50 per cent stake in a 
North American plant to a 
third party. 

DuPont’s share of the US 
titanium dioxide market is set 
to rise, owing to Tioxide’s 
established exports from 
Europe into the US. from 40 
per cent to 44 per cent on com- 
pletion of the deal 

However, the US Federal 
Trade Commission investiga- 
tion is understood to have fin- 
ished considering the impact 
of the deal on the US market 
It is the potential global 
impact that has triggered a 
round of intensive ne gotiations 
with DuPont. 

In Europe, DuPont’s market 
share in titanium dioxide - the 
main pi gment used in paints 
and plastics - is set to rise 
from 12 per cent to 35 per cent, 
and in Asia, excluding Japan, 
the group will command 39 per 
cent of the market, compared 
with 22 per cent. 

The FTC is widely believed 
to be seeking a third-party sale 
for at least one of Ti oxide's 
European plants. Within 
Europe, Tioxide’s seven sites 
have the capacity to produce 
435,000 tonnes a year of tita- 
nium dioxide. This compares 
with 55,000 tonnes at its part- 
owned North American plant 
and 90,000 tonnes at sites in 
South Africa and Malaysia. 

Titanium dioxide is one of 
few chemicals in the US sub- 
ject to a consent decree, 
whereby anyone working in 
the industry must pledge not 
to engage in anti-competitive 
practices. 


while they are such a email 
part of Emu GDP, that the cost 
of inclusion should not be an 
enormous impediment to 
membership. 

Of course, there are 
technical hurdles for Investors 
to leap as well. To get the full 
benefits of convergence, 
investors have to go for local 
currency government braids. 
And these countries boast 
relatively small debt markets 
and few liquid medium-term 
benchmark bonds. 

Financial structures in these 
countries are also little 
developed. After adjustment 
for international standards on 
loan provisioning, not one of 
these countries can boast a 
banking sector the size of a 
medium-sized Western bank. 

Moreover, if there is another 
bout of Asian market flu, 
Eastern European markets are 
bound to catch a cold, as they 
did last year. But given the 
political commitment to union 
on both sides of the euro 
border, the risk/reward ratios 
for some of these high-risk 
markets could take a 
significant shift for the better. 


From early stage to buy-outs, a more enterprising view 
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Decaux may be compelled 
to make asset disposals 

Bv Andrew Honcdfl^Mnsan Sweden, 65 per cent of the advertising business, which efforts to i 
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By Andrew EdgecWfe-Joboson 

Decaux, the French group 
competing with Clear Chan- 
nel erf the US to take over 
More Group, may have to 
dispose of some Continental 
assets if Its hid for the UK 
bus shelter, billboards and 
transport advertising com- 
pany succeeds. 

Although Decaux's £475m 
bid is conditional only on 
f]aargnw> from UK competi- 
tion authorities, which will 
deliver their verdict by 
Thursday, it may have to 
make subsequent conces- 
sions to authorities in Swe- 
den, Denmark and Be l gium. 

Jean-Fraflcois Decaux, 
chairman and chief execu- 
tive, said that if Decaux 
were allowed to take over 
More it would control about 
90 per cent of the entire out- 
door advertising market in 


Sweden, 65 per cent of the 
rmniah market, and about a 
third of the Belgian market 

In the UK. Decaux has 
argued that competition 
authorities should examine 
its bid in the light of the 
outdoor advertising market, 
of which Mare and Decaux 
together control 24 per cent, 
rather than the narrower 
bus shelter advertising mar- 
ket, where the combined 
share is about 90 per 
cent 

Mr Decaux said that he 
hoped the group would not 
be forced to make disposals, 
but that in Sweden it would 
first divest More's bus adver- 
tising business if forced to, 
and would sell More's train 
contracts in Belgium if 
needed. 

Decaux, he added, had no 
interest in retaining More- 
Trans, More's transport 


advertising business, which 
represented 3 per cent of 
More's £l44m sales in 1997, 
In Sweden alone. MoreTrans 
has the contract for advertis- 
ing on 1.600 subway cars and 
1,000 buses. 

Industry executives are 
not expecting Decaux to 
offer any divestments in the 
UK, and feel that such con- 
cessions would be unlikely 
to assuage any competition 
concerns. Under UK competi- 
tion rules, any divestment 
must create a genuine com- 
petitor, which disposals of 
individual local authority 
contracts would be unlikely 
to achieve. 

The possibility of conti- 
nental disposals may create 
opportunities for other out- 
door advertising companies 
such as Wall of Germany, or 
the French groups Avenir 
and Dauphin. As part of its 


efforts to Wall wrote 

to some local authorities in 
London last month. 

industry executives 
believe other US groups may 
try to buy assets from 
Ppppny as a mway ts of estab- 
lishing a European base. 
Mark Mays, dear Channel’s 
president, said last week 
that it had looked at several 
other European outdoor 
advertising companies, but 
they were “not nearly as 
attractive as Mare”. 

Analysts are divided over 
the risks that Decaux's bid 
will be referred to the 
Monopolies and Mergers 
Commission, but Simon 
Holmes, a competition 
expert with solicitors SJ 
Berwin, said: “From our 
analysis of the fundamental 
issues we think there’s a 
significant risk of a refer- 
ence-' 1 
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Cortecs signs 
marketing deal 


for Roger Taylor 


Cortecs, the biotechnology 
company, has signed a mar- 
keting deal with Glaxo Well- 
cone for Its lead drug Macri- 
tonin, which is currently 
awaiting approval in a num- 
ber of European countries. 

The marketing deal - to be 
announced today in London 
- only corns Greece and is 
worth about $14m (£&3m) to 
Cortecs over a number of 
years. However, Cortecs is 
understood to be in talks 
with a number of other com- 
panies about licensing deals 
for other European coun- 
tries. It has already agreed 
deals with covering Spain, 
Japan and Israel. 

Macritonin is a pill form of 
the drug calcitonin, used to 


treat osteoporosis, which is 
currently only available 
either as an injection or a 
nasal inhaler. 

Cortecs Is following an 
unusual licensing and mar- 
keting strategy, applying for 
approval in a range of 
smaller European countries 
and Hrtftreeiwg the product to 
different companies in each 
country. To date, Calcitonin 
has been filed with the regu- 
lators for approval - in 
Ireland, Finland, Spain, Por- 
tugal. Luxembourg, Austria 
and Greece. 

The market for calcitonin 
in Greece is thought to be 
worth about $30m a year. 
However, Cortecs believes 
that if an oral farm of the 
drug is approved, usage will 
become more widespread. 


Powerscreen criticised over sale 


By Robert Wright 


John Mathew, the former 
owner of Powerscreen Inter- 
national ’s Matbro subsid- 
iary, has criticised the way 
the business was sold, claim- 
ing the Northern Irish engi- 
neer could have done better 
out of the deaL 

Mr Mathew last month put 
together finance to buy back 
the subsidiary founded by 
his father and unde In 1949, 
but pulled out of a deal to 
buy it because so much of 
the equipment had already 
been dismantled. 

The machinery at the com- 
pany’s Tefbuiy factory had 
been packed in preparation 
for shipment to sites belong- 
ing to John Deere, the US 
agricultural equipment 
maker which was front run- 
ner to buy the business. 

Powerscreen said Matbro 


was responsible for £46.6m 
($77 -8m) of exceptional losses 
which hit the company dur- 
ing the year to this March. 
Matbro’s lasses are now the 
subject of a Serious Fraud 
Office inquiry. 

Deere paid £7m for Mat- 
bro’s design rights and some 
of its stock. Deere was one of 
the most obvious candidates 
to buy Matbro because it 
bought one of Mathro’s tele- 
scopic handlers, a form of 
specialist tractor, for its own 
range of machinery. 

Mr Mathew, who sold Mat- 
bro to Powerscreen farEAJBm 
in 1991, would have paid 
SAA a for Matbro and taken 
on creditors of £9.8m and 
w a r ranty liabilities of £3m. 
Deere paid asset value far 
£4.7fo of design rights and 
about £2 .3m of Matbro’s 
stock, leaving Powerscreen 
with assets, including the 


Tetbury factory, valued at 
£2.&n, stock valued at fan 
and debtors of at least £ZSm. 

Mr Mathew said he would 
not have gone ahead with 
the purchase because so 
much of the Tetbury plant 
v»aH been dismantled on the 
assumption the Deere deal 
would go through. But he 
was shown around the plant 
with ex e c u t i ves from Omni- 
quip, the US equipment 
maker, for whom the cost of 
factory refitting might not 
have been such a problem. 

However, on Wednesday 
April 22, the bidders were 
given until the earning Sun- 
day evening to sign an 
unconditional contract and 
told to place £4.4m in an 
escrow account that day. 
The tfmefeihift persuaded the 
US executives also to walk 
away from the deal, accord- 
ing to Mr Mathew. OnmJquip 


was not able to comment. 

While the deals appear to 
leave the two rival bids 
roughly equal in value, Mr 
Mathew would have kept the 
Tetbury plant open, preserv- 
ing the jobs of those working 
there, and would have taken 
an the cost meeting habiU- 
ties. Powerscreen said it was 
satisfied It had achieved the 
best deal possible in the sale 
of Matbro nnd«- the circum- 
stances. 

Powerscreen appears to 
have been anxious in the 
run-up to the sale to prevent 
Deere walking away from 
the deaL A sale to any other 
company would have been 
more complicated because so 
much of the warra n ty liabil- 
ity was owed to Deere, 
which could have obstructed 
the efforts of any other 
-owner to sort out Mathro’s 
problems, . .. 


Irish gatecrasher spoils Trafford Park’s wedding party 

The north-west property company’s plans to merge with Barlows have been upset. Sheila Jones reports 


S ir Neil Westbrook, the 
81-year-old chairman of 
Trafford Park Estates, 
has finally put the 
north-west of England prop- 
erty company into play after 
spuming approaches for the 
past three decades. 

Sir Neil has a reputation 
for being difficult in negotia- 
tion. and the industry was 
surprised when Richard 
FUdes, chairman of Barlows, 
the Cheshire-based property 
group, pulled off an agree- 
ment to merge with Trafford 
Park, its larger rivaL But in 
agreeing the deal Sir Neil 
inadvertently roused the 
interest of what has become 
a hostile party, Dublin-based 
Green Property. 

Days before Sir Neil hoped 
to secure the agreement of 
shareholders far the Barlows 
merger at an extraordinary 
meeting. Green came In with 
an offer of 206p in its own 
shares with a cash alterna- 
tive of 185p a share, valuing 


toe company at £1270. 

Last Friday, instead of 
agreeing on the Barlows 
merger, which Sir Neil had 
hoped would allow him to 
finally stand down from the 
company, the shareholders' 
meeting agreed to adjourn 
for a fortnight to look at 
what was on offer from the 
Irish group. Sir Neil made 
clear he did not like the 
offer, which, be told share- 
holders, undervalued the 
company. Green had one 
week to come up with a 
"final and formal offer”. 

A bout a third of Trafford 
Park's portfolio is in 
Manchester’s Trafford 
Park Industrial estate, the 
oldest industrial park in 
Europe. After a 10 year 
regeneration programme, it 
is near to full occupancy, 
with new tenants as well as 
old, prestigious names such 
as Kellogg’s and Procter & 
Gamble. 


It is wedged between Man- 
chester United football 
ground and the new G Cen- 
tre, a £600m retail and lei- 
sure development owned by 
Peel Holdings, the region's 
largest property company. 

Few doubt that Trafford 
Park’s growth prospects 
have been enhanced by the 
recent spate of investments 
in Manchester, such as the 
Trafford Centre due to open 
in September. 

However, analysts argue 
the rest of its portfolio is less 
glamorous and its manage- 
ment team conservative in a 
lively market where rental 
rates and property values 
are rising. 

For shareholders, the 
choice Is unclear. Sir Neil 
has kept his cards so close to 
his chest far so long that few 
have a dear idea of the true 
value of the company's 
assets. 

The portfolio was last val- 
ued a year ago at £l5Sm. giv- 


ing the shares a net asset 
value of 167p against the 
185p a share cash offer and 
its close cm Friday of I79%p, 
up a penny on the day 
before. 

D anny Kitchen, Green’s 
finance director, said 
the offer, made infor- 
mally, gave “very reasonable 
value" and would not be 
increased unless Trafford 
Park came up with new 
Information that persuaded 
Green otherwise. He did not 
believe the company’s value 
had risen more than 10 per 
cent in the last year. 

"We have been trying for 
two weeks to get informa- 
tion but they have not been 
prepared to talk to us. There 
is no point sitting In a 
trench throwing money at 
them when effectively we’re 
looking at a pig in a poke," 
he said. “If Sir Neil thinks 
we are undervaluing the 
company, why is he Issuing 


Trafford Park shares at 160p 
to buy BariowsT 
Julian Grice, director at 
Henry Cooke Lumsdao, the 
Manchester-based broker, 
believes Trafford Park’s net 
asset value may now look 
more like the 20Qp-21Qp 
implied in Green’s paper 
offer, although institutional 
investors, which hold more 
than 50 per cent of Trafford 
Park’s shares, are wary 
about an Irish company that 
has come out of the blue 
with no conn ecti ons in the 
regional market 
Green’s offer gives the 
option of a cash exit for 
many of the small sharehold- 
ers who have been with the 
company for decades and 
bad hoped for a chance to 
realise some value, although 
the value of that exit is hard 
to gauge. “At least a cash 
exit is now an option," said 
one shareholder. “That 
wasn’t on offer with the 
Barlows merger." 


Barlows, meanwhile, 
which - may have been 
' thwarted at the final hurdlA 
Is seen as a company that 
has little to bring to the 
table. It is highly geared and 
relatively smalL 
There is “a fit” in terms of 
the property portfolio, 
according to one institu- 
tional investor, but a merger 
“would dilute the company's 
value and it Is not a scintil- 
lating prospect in manage- 
ment terms”. 

T he best shareholders can 
hope for, according to 
Mr Grice, is that other, 
better quality companies 
will enter the fray. 

The most obvious suitor. 
Peel Holdings, has made 
approaches in the past but 
lost patience with Sir NelL 
Now It says it has enough on 
its plate with the Trafford 
Centre and It is “not inter- 
ested” in Trafford Park 
Estates. 


COMMENT 


A deal on coal. Involvi ng a 
moratorium- on new gas-fired 
power stations, may be bad 
news for tl» -consumer. Bat 
it would be a boon for the 
generators. National Power 
mid PowerGen. Their power 
to set the pool price of elec- 
tricity b b u ttres se d by limit- 
ing competition. True, a mot*, 
atorium would not choke off 
the flow of new entrants 
immediately - some, plants 
axe already under construc- 
tion. But by 2Q00. th« flow 
wiH have dried up, stabQbtng 
prices and volumes- This 
would be as good for the gen- 
erators as it would be embar- . 

zasting for the government A package which married f 
moratorium with tough action on their dominance would be 




Tbb could take two forms? a price cap on generation car 
forcing r^nit. disposals. The first need not be negative for 
the generators. It depends bow a cap Is *eL Fool prices axe 
gHn wall above whore' they should be in a folly competitive 
market. A cap which used current prices as -a starting pafc$. 
could aid up being qttite benign for than. 

. Anything more radical, including big plant 
could m**" they reltise to do a deal That is the- bind ! 
governments when they intervene. 

Asda/Kmgfisher 

Asda is a fashion victim after all. ft resisted retail feds such 
as loyalty cards, only to be beguiled by the crosa-eefflBg 
concept The frdtot between Asda and Kingfisher, now tantf- 
netted, would have created a huge retail conglomerate 
Would such a combine make sense? 

The deal has some financial logic. O ve r lap pi ng sates in 
clothing, music, toys, and medicines would have topped 
£3bn ($5bn). These would surely have yielded savings 
through squeezing suppliers. And for Asda, It would have 
meant a far swifter ffnpwrqdnn of non-food retailing -than by 
building brands organically. 

But it is hart to see bow this test point helps Kingfisher. 
The idea of its best brands being sold through Asda .surely 
rawfe* risk. Asda would only have space to sell a limited 
range of Comet electrical goods. Kingfisher has more to gain 
If consumers get exposed to the whole range, even If all they 
need is a toaster. Furthermore, pulling together all Ihe 
Kin gfisher and Asda brands .would have been no small 
logistical challenge. The hiccups along the way would have 
been Christmas came early far their rivals. 


Kingfisher and 
Asda talks end 
after two weeks 


for DavM Btackwafi 


Talks that could have led to 
a £13bn (J2l.7bn) merger 
between Asda- and King- 
fisher collapsed after two 
weeks .an Saturday. 

Sources close to Kingfisher 
said the two groups had 
been in exploratory talks on 
the possibility of a fuU-bkrwn 
merger. But Asda was back- 
pedalling yesterday, saying 
the talks had been examin- 
ing ways of working 
together in overlapping 
areas. No further meetings 
were planned. 

Kingfisher was making no 
comment yesterday, but ana- 
lysts suggested that a 
merger would not defy logic. 
Asda. which has larger than 
average supennarket outlets, 
has moved into areas such 
as clothing, entertainment 
and pharmacy. Kingfisher, 
owner of B&Q, Comet, Wool- 
worths and Superdrug, 
might have been able to find 
additional markets for its 
electrical and DIY goods. 

Asda. the UK’s third larg- 


est supermarket group#; test 
September was forced tosus* 
pend talks on a £9bn mri&ta? 
with Safeway, the- fourth 
largest, ~whan-the news wag 
leaked to the press. Thubm 
felt that, .they woulciQgi 
unable to obtain advdhe -on 
tire deal's possible referiraito 
UK competition authorities. 

Yesterday one analyst said 
the talks with Kingfisher 
had reinforced his convic- 
tion that Asda’s manage- 
ment faced a problem over 
how to generate medium 
term growth. Kingfisher’s 
exposure to the high street 
and non-food markets, as 
well as its presence in 
Europe, would have' pro- 
vided an ideal solution. 

Asda has used non-food 
goods to drive its sales rap- 
idly ahead. It devotes .1^00 
sq ft of its bigger storesjto. 
clothing under its Georgy 
brand, and b 5 ** a 
ness in CDs and 
While attacking resale 
maintenance, it has - 1 
big own-label offer in 
dues and beauty 


Schneider SA 

Second Notice of General Meeting 
Meeting of Guaranteed Exchangeable Bonds due 2003 

SQUARED 


The General Meeting of the Masse of the holders of the 2 per 
cent Guaranteed Exchangeable Bands due 2003 of SQUARE D 
Company, invited by a first notice to attend the General 
Meeting on the 12 th of May 1998, having been unable to 
defiberale, the quorum being not present, the holders of 
such bonds are nvfted to attend the General Meeting to be 
held an the 27th of May 1998 at IttOO am at the office of 
THE COMFW3NIE RNANCffJflE DE C1C ET DE LOFTON 
EUROPEENNE, 4 rue GaiDon PARIS 2*~, to consider the 
following agenda : 

• The report of the Board of Directors and of the 
Supervisors, 

•The approval, subject to the decision of the General Meeting 
of the shareholders of SCHNEIDER SA, of the authorization 
given to the Board of Directors of SOMEDBT SA to issue : 

warrants, 

repres ent i ng sub sc ription right to an aggregate number 
of shares which can total no more than a norranaJ amount 
of FF5 bilfion, in connection with the author iz ations given 
by the General Mooti ng of the shareholders held on the 10th 
of June 1997. 

In connection with this I ssuance of warrants, carrying 
preferential subscription right. SCHhOOBFTs shareholders 


should renounce any preferential subscription rights to 
subscribe shares issued in respect of the warrants. 

■ The approval, subject to the decision of the General Meeting 
of foe shareholders of SCWEJDB? SA, of toe authorisation 
given to the Baaid of Directors of SO-tEDER SA to Issue : 

warrants, 

rep re s e nting subscription right to an aggregate number of 
shares which can total no more than a nominal anoint of 
FF 5 bilfion, In connection with ths authorizations given try 
the General Meeting of the shareholders held on the 10th of 
June 1997. 

in connection with this Issuance of warrants, SCHNBDER*s 
shareholders should renounce any preferential subscription 
rights. 

• Any other business. 

fri order to attend or be represented at the meeting, holders 
of bonds must deposit, at least five dear days prior to the 

meeting at the head office, the certificate of deposit, issued 
by the bank, financial institution or stockbroker with whom 
the bonds are lodged. 

The Board of Directors 


GROUPE SCHNEIDER 


aMatonOarin aMcNflcan * Square D MTetam«a«nlqw> 



. NOTICE TO THE HOLDERS OF 

Winbond Electronics Corporation 

US$100,000,000 

1 per cent Convertible Bouda due 2002 
(toe"Banfc”) 

“Notice of Bnapenshn Period and C on version Price Afljnati 

CUSIP#8T2ftS7AB6 ISIN * U9&J2667AB0O 


NOTICE IS HEREBY GIVEN totbetnlda* rftin 
i Corpootion (the -CbupmyT, i 
of the Boids, that tbaboadhoMaa 1 




be appended tod tod art beererdnble (taring the 
Period*): 

on January 22, 1908 op toeadfadubf 


into the ConwrtS 
Hfa*ta*paM<tta’ 
Tie period from toe t 


i Dele it hereby determined as June 8, 1898. fit order to be 
[CmtfdatimDato.hglrimvMriiigtocanverttoEir 
t of canarian and the bend* no kter torn tin dare of 
ion Jnae 6, l99Bat toe office of toe Conmrwn Agent 
Lud(Siai.toeCmpeqrMfld2at2fiints«25%ataelE<fiviIendtoitoriaFebaUsn*ad 
n&tfm dm oTattokbanto its «j*iloF*»onJlay2B, BBS (toe record data). In 
accodaace with toe pmUou of toe lateatoB ewa titutin g toe Boob, toe 
Canre nion Price wiC be masted from WTWJ1 per ahaw to MTP&18 per ah*re 
effativetr BvS, 1998. 

BoodhoHeni Unsold eonantt with the linn and ConBtiona oTtoa Bvadecootafaied hi 
toe Offering Orator dated October 23, 1997 Bor *wffieprcrvtekm* eoownringthe 
cannen l op rigfata attaching to the Benda. 

WINBOND EUKTOtOfOCSCOftPOKAnON 
BJRTBK JUNK OP MBIT YOKE 

nfbtUm 

May 18, 1098 ■ ■ ■ ■ . 


The Hellenic Repufaic 
US$2MMXKhOOO 

1 W 
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Capital One Master That 

UJLSNMIM00 . 
nee** ft?* pern A Gtrifteam, 


period 15* May, 
1998 to IS* Juki 1998 *c Cm- 
ifieacee will cany m knoot me of 
SJM623««x anan wt* m nu of 
US. M9 j£> payttte per OS. StOflOO 
draBnnm fian and US. S49654 per 
US. SlOOflOO dr irnnj anion, payibteoB 
J5*Jan*J9» 
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First 
Pacific J 

. FIRST PACIFIC CAPITAL LIMITED 

(Incorporated bt Hong Kong tmder e6« Campania Ontiaatcg 
(Chapter S3) wftft tinted NaHliiyt 

CSttUMMMMO 

Guaranteed nontiiigKnte Note* tfwe 2000 
■ - - g nn r nn leedfas 

FIRST PACIFIC COMPANY LIMITED 

Jliteeepanaal in Bmmtla under At ComeHfAen /(W>M 
UmtedOMDr,) 




In accordance with toe provisiow of toe Fkwdiie Ren Nans, nod&3 
is hereby given that for toe period from 13/5/98 to 13/11/98 toe * 
Notes wiU cany an Interest Rate of 6.95% per annum calculated 

LJSS35^L22per Noteof USSLOOUOOO 


otra pr i ncip a l amount of. 


Standard % Chartered 

Standard Chartered Baito ' 

As Reference Agent 


Correction Nodca 


The Chase Manhattan Corporation 
U.S. $250,000,000 

Floating Katie Subordinated Notes dde ZOOO 
For the three months 27th February; 1998 to 29th May, 1998 
the Note* will carry an Interest one of 5.75% per annum with a 
coupon amount of \J& $14535 per U-S. $10,000 principal 
'rieon 29th Maw 1996- 


amount, payable* 


Banker* Trust . 

Company, London 


Agent Bank 
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EWfiWEE M WG ANGtD.-J\ 10 8WE SIAN GROUP BLAMES ^SHIPBUILDING, OIL AND GAS_F0R 'UNSATISFACTORY' RESULT _ 

Kvaerner reports flat first quarter 


By Tim Bart ta Stockholm 

Kvaerw-r. ...the Anglo- 
Norwegian .engineering and 
construction group, has 
blamed .“unsatisfactory" 
performances by its ship- 
building and oil and gas divi- 
sions for fiat first-quarter 
profits.,; 

The company announced 
unchanged pre-tax profits of 
NRr224zn ($30m) for the first 
three months of the year, 
even '^though sales rose 3L5 

per cent from NKrl5.2bn to 
NKr20bn. 

“The first quarter at 1998 
was marked by difficult trad- 


ing conditions in most of our 
core markets." said Erik 
Tonseth. chief executive. 
“The consolidated results for 
the group are not satisfeo 
tory.” 

At the operating level, 
profits rose from NKr442m to 
NKr523m. although the 
improvement was flattered 
by a NKrisom gain cm prop- 
erty disposals. Excluding 
one-off items, operating prof- 
its fell from NKrS93m to 
NKi343hl 

That decline was exacer- 
bated by sharply reduced 
contributions from Kvaer- 
neris shipbuilding activities. 


where operating profits fell 
from NKr290m to NKrl6Gm 
after cost over-runs at the 
Masa shipyard in Finland. 

Mr Tonseth also blamed 
project cancellations in Asia 
and delayed on and gas con- 
tracts in the North Sea for 
the 'disappointing figures. 

Profits fell in the on and 
gas division - from NKrSSm 
to NErfifim - amid weak 
margins on large develop- 
ment contracts in Norway 
and the UK. The metals divi- 
sion contributed NKr25m 
compared with NKr42m last 
time. 

Of the remaining divi- 


sions, pulp and paper 
reported deepening losses of 
NKrf9m - up from NKr37m 
- while the so-called “other 
businesses” arm, including 
the Cunard cruise line, 
announced reduced, losses of 
NKr60m» " down from 

NKrieem. 

Mr Tonseth said last 
month's NKrS.Bbn sale of 
Canard to Carnival Corpora- 
tion of the ~ US would help 
reduce group debt 

Kvaerner's interest bear- 
ing liabilities of NKrl4bn are 
expected to be further 
reduced this year with the 
sale of mxteore properties in 


London and its US house- 
building interests. 

Excluding the affect of 
such disposals. Mr Tonseth 
predicted the results for the 
full year would show an 
improvement on 1997. 

In the first three months, 
one of the few bright spats 
was the construction divi- 
sion, reversing a NKrl4m 
loss in the first quarter of 
1997 with a NKr34ra gain 
this time. The process divi- 
sion saw profits rise from 
NKr20m to NKr43m_ 

Nevertheless, earnings per 
share fell slightly from 
NK1&8Q to NKr3.77. 


Companies to launch next phase of euro issuance 

Corporate sector is turning to bonds denominated in the new currency, write Edward Luce and Simon Davies 



Thejjse of Hie aura 


Market 

movers 


L afarge, the French con- 
struction company, will 
join a growing list of big- 
name borrowers when it 
taps the euro-denominated 
bond market this week with 
an E5Q0m offering. The bond, 
which will be Lafarge's first 
bond in any currency other 
than, the French franc, is 
seen as a minor landmark by 
bankers at Paribas, which 
will lead-manage the issue. 

“This is the sort of A-rate 
European corporate which 
will be the bread and butter 
of the euro-denominated 
market after monetary 
union.” says David Ovenden, 
a senior banker at Paribas. 
“There are a large number of 
European companies looking 
to follow suit" 

Although the . volume of 
euro-denominated issues has 
surged this year to the 
equivalent of $31bn. from 
just over SlObn last year, the 
market has Jieen . almost 
completely bereft of corpo- 
rate names. Big sovereign 
bond issues -• including 
offerings from -Italy, Spain. 
Finland, Sweden, Greece, 
Brazil and Argentina - -have 
sef.<town bendupa^ in itho 
&Mue.smgle qiure^^j 
..Among nan-financial Bun* 
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pean corporates only Olivetti 
and Parmalat, the Italian 
companies, have so far come 
to the market “The euro- 
denominated market has 
just completed the first 
phase of its existence," said 
one lead-manager in London. 
"We now have basic, liquid 
sovereign benchmarks. What 
comes next are the banks 
and corporates and Japanese 
and US borrowers.” 

Bankers say corpora tes are 
likely to be driven to the 
euro market by the interna: 
tional scope of Its investor 
base and by the fact that it 
will be the second most liq- 
uid bond currency after the 
US dollar. 

Unlike bonds denominated 
in D-Marks or Italian lire, 
the jjpvqstoir, base for eurq 
offering; are not dominated 




by one nationality, providing 
for more cross-border liquid- 
ity than any currency except 
the US dollar. 

Partly as a result of this, 
the volume of bonds denomi- 
nated in the euro has surged 
in the past four months, 
from sixth position among 
European currencies in 1997 
to second so far this year, 
behind the DMark. 

However, syndicate offi- 
cials say widespread predic- 
tions that the volume of euro 
issuance will explode before 
next January are exagger- 
ated . For one thing; the mar- 
ket still retains some artifi- 
cial characteristics. 

Ecu/euro bond issuance 
died down in 1992 with the 
vote against the Maastricht 
Treaty in Denmark, and 
; there there are plenty of 


good reasons why it has not 
been quicker to pick up. 

As Roman Schmidt, head 
of global debt syndicate at 
Barclays Capital, said: "The 
swap market is not offering 
real arbitrage opportunities, 
so you have seen mainly 
strategic issuers." 

Without a proper swap 
market, earo-denominated 
issuance has been unattrac- 
tive far the big US issuers 
such as Fannie Mae and 
General Motors. 

And without a broad base 
oF euro investors, it has gen- 
erally been more expensive 
for issuers to launch bonds 
in euros rather than Euro- 
pean currencies. 

Traders argued that the 
success of the recent euro- 
denominated tranche of dual 
currency bond issues from 
Finland and Sweden was 
because they were much 
cheaper and offend an arbi- 
trage opportunity. 

One US investment banker 
said: “The supranationals 
and sovereigns still get 
much better execution in the 
European currency or dollar 
markets than in euros." 

And a lot of the standard 
investors in corporate bonds 
have been unwilling to pur- 
sue ;euro-denomlnated 
issues, except in the specula- 
tive grade category, which 
has its own specialist inves- 
tor base. 

Then there is the currency 


Electronic Commerce Today 
and its Role in Your Business 

- using Internet Technology to , 

expand your enterprise. ; ”"7"oT, u 



. / - SYMPOSIUM 

hrtmforum, in association with the Financial Times and the Business 
Link Network across the UK, invites you to their third symposium. This 
one day event aims to help executives separate fact from fantasy and 
identify real business advantage and opportunities to be found ovrtme. 

EVENT PROGRAMME 

Morning - Welcome by (ho Chairman. Peter Martin. Acting Deputy Editor, Financial runes 
Keynote Address - Barbara Roche UP, Minister for Small firms. Trade and Industry 

*- Electronic Commerce- enabling organisations Id defivera better quaftty of 
service to customers. 

>. How pricing, production and marketing materials are changing. 

■»- Supply Chain Mechanisms. 

■>- The effect of electronic commerce on business accounting and financial systems. 

>- Dealing with the Millennium bug. 

Afternoon - Opening address given by Frank Gipson, ST Manager Business link, Essex, followed by 
5 Svc case studies of companies who have expanded their business with the use of Internet technology. 
Q&A Session - To conclude, a 30-mrntite Q&A Session, with all afternoon speakers participating, 
taking questions from delegates. 

SPEAKERS 

Speakers include, Stefas Hap-karwou, Chief Executive, easyJat Gwynnetft flower, Executive Director, 
Action 2000 (the governments initiative to tackle the millennium bugfc Simon Murdoch, Managing 
Director, Bookpeges; Charles Dukes, Managing Director, Swift Cookware; plus Fori Motor Company, 
Business Software Alliance and others. 

WHY YOU SHOULD ATTEND 

By attending Interiorm 'SB. delegates wifi achieve e better understanding of the ways in which 
changing business processes will affect teem as they move into tea 21st Century- tetafdrum has 
specifically invited speakers from the business community OWY m present their viaws/rase studies on 
the issues teeing middle enterprises. There will be m vendors taking part aid no covert sales 
massages. Bus want is give* for item by U*«s. 


Places are at a premium, so please complete NOW! and return to: 

/nta-Forum, Wnkwuth Homo, S3 St Jades Rmi Eoglefield Breen, Snney7W200DF 
Tel: 01784 473005 Fax: 01784 473006 Email: hderiMateaforuiTMitg 

fafa inuri— pw r daing nd «far7«TcrFonnn*9e wifl ba atoflabte w (ha Interfomm wet Btt we 
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issue. Ecus are swapped into 
euros on a one-for-one basis, 
but 13 per cent of the Ecu 
value is accounted for by 
sterling, and there is further 
non-Emu dilution from Swe- 
den, Denmark and Greece. 
So buyers of euro-denomi- 
nated bonds are taking on 
currency risk. 

As Mark Gull, senior fixed- 
income fund manager at 
Gartmore. said: “We think 
that the balance of risk is 
that sterling continues to 
fall, so we would be better 
off buying Dentschemark or 
French franc bonds." 

But there is every chance 
that the level of issuance 
will increase. Paul Hearn, 
head of European capital 
markets at JJP. Morgan, said; 
“Most of the sovereign issu- 
ers have been strategic. 
They are clearly trying to 
position themselves in terms 
of attracting funds when the 
euro market becomes a sub- 
stantial single market" 

Strategic issues are every 
syndicate desk's dream, 
since they are priced for suc- 
cess rather than to achieve 
the cheapest borrowing rates 
available. 

Moreover, as Mr Schmidt 
says, “there is a competition 
among bankers to make it 
into the euro league tables 
for 1998". so banks are 
clearly using their persua- 
sive powers to encourage 
greater issuance. 


Sanoma 
to merge 
with 
rivals 

By lira Burt fit Stockholm 


Sanoma Corporation, the 
privately owned Finnish 

media group, is planning to 

merge with rivals WSOY, 
one of Finland's largest pub- 
lishing houses, and Helsinki 
Media to create the second 
largest newspaper and 
broadcasting conglomerate 
in the Nordic region. 

Although few figures have 
been released ahead of the 
merger, the combined mar- 
ket capitalisations of the 
three partners exceed 
FMi3bn ($L4bn). 

Under the terms of the 
deal. Sanoma is proposing a 
share swap with WSOY and 
Helsinki Media while prepar- 
ing to list the enlarged group 
on the Helsinki stock 
exchange in May next year. 

The combined group will 
publish several of Finland’s 
leading newspapers, includ- 
ing the country's largest 
daily Helsingin Sanoma t, 
and operate the Channel 4 
television network and Star- 
tel. the news agency. 

Pro forma sales for the 
company - to be called San- 
oma-WSO Y - are expected to 
reach FM7.4bn this year, 
including contribution from 
magazines, cinemas, print- 
ing operations and publish- 
ing houses. 

In all, the group will 
employ more than 10,000 
people. 

When the deal was 
announced on Friday, shares 
in WSOY jumped FM126 to 
FM385. a rise of 53 per cent 

Analysts expect the new 
company to challenge the 
dominance of Alma Media, 
the fast-growing Finnish 
media group, and consider 
expansion into neighbouring 
markets. 

“The merger will create 
possibilities for high-quality 
publishing, internationalisa- 
tion, exploitation of modem 
technologies and profitable 
operations.” said Jaakko 
Rauramo. chief executive of 

Sanoma. Mr Ranramn is to 

be president of the merged 
group, with An tern Siljola, 
chief executive of WSOY, as 
his deputy. 


NEWS DIGEST 


BANKING 


Disposals help Dresdner 
advance by 23% 

Dresdner Bank, Germany's second largest, raised first-quarter 
pre-tax profits 23 per cent to DM1 .Ibn with the help of sales 
of its outside shareholdings, Bernhard Walter, chairman, told 
the annual meeting. But this rate of increase could not be 
taken as an indication of the result for the full year. 

Operating profits - which exclude these extraordinary gains 
- gained 12 per cent to DM1.1 bn before risk provisions but 
only 3 per cent to DM 68 7m after provisions. 

Net commission income rose by 23 per cent to nearly 
DM 1.5 bn. Net interest income was 12 per cent higher at just 
under DM2 bn, with financial trading profits also up 12 per 
cent to DM370m. The pre-tax return on equity was 23 per 
cent 

Mr Walter, said Dresdner would strengthen its position In 
core European countries. Belgium, the Netherlands and Aus- 
tria were markets where the bank was under-represented. 

Dresdner would continue to expand its US investment 
banking operations. Acquisitions might be considered where 
suitable. “We shall be open for alternatives, provided they 
serve to achieve our goals and that they are appropriate in 
terms of strategy and price," Mr Walter said, Dresdner also 
intended to increase its business in the Asia-Pacific region, 
though this would be achieved through internal expansion. 
Andrew Fisher, Frankfort 

US INVESTMENT TRUSTS 


Opportunity for UK investors 

UK investors could get the chance to participate in the boom- 
ing US private equity market after the planned restructuring of 
an investment trust expected to be announced this week. 

MCIT, the investment trust linked with the JZ investment 
group, one of the leading private equity groups m the US. is 
to replace its complex split capital structure of income and 
capital shares with a more simple capital structure comprising 
ordinary shares and long term debt capital, ft is also expected 
to raise new equity from UK and US investors. 

People dose to the company say that one of the results of 
the long awaited restructuring will be to define MCIT as a 
venture capital investment trust, offering UK investors the 
ability to participate in the booming US private equity market 
The company yesterday dedined to comment 
William Lewis, New York 


RUSSIA 


Official reassurance on UES 

Russian officials over the weekend sought to reassure foreign 
investors that their shareholdings in Unified Energy Systems 
(UES), the Russian national power company, would not be 
jeopardised by a new, restrictive parliamentary law. 

Sergei Kiriyenko, prime minister, and Anatoly Chubais, chief 
executive of UES, promised the government would protect 
the rights of foreign owners of UES stock and urged them not 
to “give in to panic". The UES share price and Russia's stock- 
market as a whole has been battered by the new law, which 
caps foreign ownership of UES at 25 per cent It is estimated 
that foreigners currently own up to 30 per cent of UES. The 
new law Is unclear on how the foreign stake should be 
reduced to the 25 per cent ceiling, causing Investors to worry. 
Chrystia Freeland, Moscow 


r EURO 
TUNNEL 


EUROTUNNEL P.L.C. 

Registered Office: Cberuon Parc. Cheriton High Street. FoVkcsicne. Real CT\9 4QS 
Registered in England and Wales No. 1960271 

EUROTUNNEL S.A. 

Socierc Anonyme with a share capital of FRF 1.688.784.219 
Registered Office: 140-144 boulevard Males her ties. 75017 Paris 
334 192 408 RCS Paris 

NOTICES OF GENERAL MEETINGS 

These notices art to holders of Units in bearer form and. for information only, to holders or bearer Warrants. 

Notice is hereby given that the Annual General Meeting or Eurotunnel P.L.C. will be held on Tuesday 16 June 1948 m 2J0 pm (local 
lime) at Westminster Central Hall, Storey’s Gate, London SWI H 9NH. The Annual General Meeting or Eurotunnel S. A. will be held 
at the Cerole National des Armees, 8 Place Saint-Augustin. 75008 Paris on 4 June 1998 at 9.30 am (local time) and in the likely event 
that a quorum is not obtained, the adjourned meeting will be held at Westminster Central Hall. Storeys Gate. London 5WIH 9NH 
on 16 June 1998 as soon as the Annual General Meeting of Eurotunnel P.L.C. to be held on the same day and at the same place shall 
have ended or have been adjourned, to consider and vote on the following agendas: 


EUROTUNNEL P.LC 

1 . To receive the Directors' Report and Lhe audited accounts. 

2. Re-appointment or Christian Cam bier*. 

3. Re-appointment of Yves Dcjou. 

4. Re-appointment of Charles Mackay*. 

5. Re-appointment of Geoiges-Chhstian Chazol. 

6. Re-appointment of Keith Edelman*. 

EUROTUNNEL SjL 

1 . To approve the annual accounts Tor the year ended 
31 December 1997 and to gram a discharge to the 
Directors and Commissaires aux Complex. 

— To make an appropriation to profit and loss. 

3. To approve the contracts listed in the Special Report of 
the Auditors drawn up in accordance with ankle 103 
and subsequent articles of the law of 34 July 1%6 on 
commercial companies. 

4. To re-elect as a Director Mr Georges Christian ChazoL 

5. Toie-<k«asaDirertorMrRrv^apman 

6. To rc-efca as a Director Mr Robert Lion. 

7. To re-elect as a Director Mr Robert Mai pas. 

8. To re-elect as a Director Mr Patrick PonsoDe. 

9. To re-elect as a Director Lord Tugendhat. 

JO. To ratify the appointment to the Board of 

Mr Christian Cam bier. 


Instructions for attendance and voting for boUers of bearer anils 


7. Re-appointment of Robert Lion*. 

8. Re-appoinuncnt of Charles Feirnecelli. 

9. Re-appointment of Maurice Lc Mains. 

10. Re-appointment of Robert Malpus. 

] I. Re-appointment and remuneration of Auditors. 
•Member of ibe Remuneration Committee. 


U . To appoint to the Board Mr Charles Mackay in place of 
Mr Denis Child. 

1 2- To appoint to the Board Mr Yves Dcjou. 

13. To renew the tenure of office of Befcc Price Waterhouse, 
titular Commissoire aux Camples. 

14. To appoint Mr Dominiq ue Thouwnin as Cammissaire 

aux Complex suppleani of Befce Price Waterhouse. 

15. To renew the (enure of office of KPMG Audit Fiduciaire 
de France, titular Commusain aux Complex 

16. To renew the tenure of office of Mt Patrick Petit as 
Commissaire aux Ctmptes suppleani of K-PMG Audit 
Fiduciaire de France. 

1 7. Delegation of powers for the completion of formalities. 
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If you intend to attend the meetings in person or to vote bv post or by proxy, you must immobilise jour Units at least five days before 
the meetings by notifying the bank or other institution through which your Units arc held of your intention to attend and/or vote. 

If you intend to attend the meetings in person, wfaen you immobilise your Units, you should request an Admission Card through 
the hank or other institution through which your Units are held, if requested in sufficient time, you should receive an Admission Card 
before the meetings, in which case please bring h with you, if you do not receive your Admission Card, you may still attend 
the meetings provided that your Units are immobilised and you bring with you suitable evidence of your identity and of the 
immobilisation of your Units, 

If you do not intend to an end the meetings in person, you may exercise your voting rights by using the combined proxy form and postal 
voting form. Copies of proxy and postal voting forms and other documents including the full text of the resolutions to be put to the 
meetings and sent to registered unitholders in connection with the meetings may be obtained from: 

English language - (by post) Computcrshare Services PLC. PO Box 83, Caxton House. Rcdclifle Way. Bristol BS99 7NH. 
England: - (available for collection J Citibank. Ill WaB Street, New York. New York LQ043, USA: The Nomura Securities Company 
Limited. 1-9-1 Nihonbashi, I Chuo-ku. Toyko 103. japan: Enskilda Fbndkommission. Norrlandsgaiau IS. PO Box 16067, Stockholm 
10332. Sweden. 

French language - (by post) Credit Agricole Tndoniez, Service des litres, 9 Quai dll President Paul Doumcc 92920 Paris La Defense 
Cedes. Gcnerale de Banquc Monutgrte du Parc. 1000 Brussels. Belgium: Credit Agricole Indosutz de Belgique. 40 rue des Colonies. 
1000 Brussels. Belgium. 
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NEWS DIGEST 


GLOBAL OFFERING 


Strong retail demand for 
Cimpor cement sale 

Portugal’s small savers have placed orders for more than 150 
times the 12.1m shares available to retail investors in a global 
off wing of 25 per cent Cimpor, the country's biggest cement 
company, Is to be concluded today. Because of the huge 
demand, the Institutional offering is set to be cut (tom 7m 
shares to 3.4m. Both the Portuguese and International Institu- 
tional tranches are also several times subscribed, according 
to officials. The secondary offering, worth Es139.3bn ($763m), 
wftf reduce stats ownership of Cimpor from 35 to 10 per cart 
Analysts say the strong ratafl demand for Cimpor reflects 
pent-up pressure to move savings out of bank deposits into 
equity fb&nving a sharp drop in interest rates over the past 
two years. Heavy retail demand Is also expected for a sec- 
ondary global offering of up to 15.5 per cent of Etectricidacte 
da Portugal, the national power utility, approved by the gov- 
ernment on Friday. The sale, worth Es427 Jbn ($2.3 bn) at 
market prices, follows an initial public offer of 30 per cent of 
EdP last June. 

■ Portugal Telecom has reported a consolidated net profit 
of Es19.2bn ($1 05.4m) for the first quarter and total revenue 
of Es137bn. Peter Wise, Lisbon 


Mol rises 38% 


Hungarian oil and gas company Mol had first-quarter net 
Income of Ft I7.6bn ($84j5m), 38 per cent up on tiie corre- 
sponding period for 1987. Earnings per share rose from 
Ft 132 to Ft 181. Sales were up 3 per cent to Ft 1 74.5bn , but 
fell almost $91 m, or 10 per cent In dollar terms to 5837.5m. 

As a result of the warm winter, natural gas sales were down 
8 per cent in volume terms, but owing to changes in pricing 
and taxation, the gas sector was profitable though still short 
of the 8 per cent return on costs, Zoftan Mandofd, chief exec- 
utive, said. Operating profits at the refining and marketing 
division rose strongly, from R 1.3bn in the first quarter of 
1997 to Ft5.6bn, helped by growth in the sales volumes of 
motor fuels, up 6 per cent, and fuel oils, up 27 per cent on 
the domestic market Kester Eddy, Budapest 


ITALY 


Iri gives Alitalia details 

Irl, the Italian state holding company, has announced details 
of Its planned sale of shares in Alitalia, the national carrier, In 
a private placement to Institutional investors that will raise 
L790bn ($450m). At a board meeting on Saturday, Iri agreed 
to offer 27.6m shares to Institutional investors at a price of 
L28J300 per share. This is at a discount to the dosing price 
for AKtafia shares on Friday night of L29.666. 

Iri announced after the meeting that 60 per cent of the 
shares would be placed with Italian investors and the remain- 
der with international institutions, the majority of whom are 
from the UK and US. The operation Involves the sate of 
shares equivalent to 10.4 per cent of Alitalia's capital, bringing 
Ill's stake hi the airline down to 67 per cent 

In the second half of next month, Irl win complete the sec- 
ond stage of Its intended sale of shares In AfitaBa, with an 
offer to employees of the airline. This Is intended to bring Iri's 
stake down even further to 53 per cent Iri’s announcement 
comes ahead of Afitada's move today to offer shares in a 
planned L3,000bn capital Increase. James Bfitz, Rome 


CROSS BORDER M&A DEALS 


BIDDER/INVESTOR 


Je f fe rson Smurfft 
(behi nd} 


CVCVCMven (UK) 


Robeco (NTands) 


Airtouro (UK) 


Alpharma (US} 


Esprit Tetecom (UK) 


Pants* (US) 


Desc 


Banco Santander (Spain) 


Banco Santander (Spain) 


TARGET 


Stone Container (US) 


Unit of KNP BT (N lands) 


WPG (US) 


FTi (Germany) 


Cox (UKflntf) 


Plusnet (Germany) 


Vero (UK) 


ASF (US) 


AFP Summa (Chile} 


Seguras H Rofafe (Chile) 


SECTOR 


Packaging 


Packaging 


Fki services 


Saga cuts 
costs as 
oil income 
dips 30% 

By Tim Bvt In Stocfcbohn 


Saga Petroleum, Norway's 
largest independent oil pro- 
ducer, baa unveiled a 
for-reaching cost-cutting pro- 
gramme and management 
overhaul following a four- 
month strategic review by 
Us new chief ssecutive. 

Diderik Schnitler - head- 
hunted last year from Kvaer- 
ner, the Anglo-Norwegian 
engineering and construc- 
tion group - said Saga had 
to streamline its operations 
after seeing Income from oil 
exploration and production 
fall 30 per cent last year. 

Mr Schnitler, who offi- 
cially succeeded Asbjom 
ranwi as Saga chief execu- 
tive yesterday, has drawn up 
plans to sell or swap some of 
ite 100 exploration licences 
and outsource non-core 
administrative activities. 

The move follows a sharp 
fall in oil prices, blgher-than- 
expected exploration costs 
and disappointing produc- 
tion yields from some of 
Saga's off-share fields. 

“We have come to some 
sort of standstill and we now 
have to face it,” said Mr 
Schnitler, who emphasised 
that Saga's problems were 
shared by other oil compa- 
nies in Norway - the world's 
second largest oil exporter 
after Saudi Arabia. 

While praising Mr Larsen, 
Mr Schnitler said the com- 
pany needed a more effective 
and focused management 

The executive manage- 
ment committee is to be 
halved, with directors Qjam 
So lheim and Arild Unneberg 
being given “other central 
tasks” in the company. 

“We are not saying that 
those who are stepping down 
an not important They 
have serious work to do." 

Mr Schnitler warned that 
1998 would be a bad year for 
oil exploration and produc- 
tion companies, although he 
predicted higher oil prices 
and fewer production prob- 
lems in the longer term. 

Last year, pre-tax profits 
at Saga dropped from 
NKrlJSbn to NKr931m 
($124m), even though reve- 
nues rose from NKr7.G6bn to 
NKi9J9bn. 


COflMBfT 


Mating LB ops 


Venture record 


Market entry 


Pharmaceuticals 


Telecoms 


Cable equipment 


Food 


Fin services 


Fin sendees 


Hoechst sale 


Performance (Ink 


Plug pufled 


Authentic offer 


Pension move 


Blocking buy 


Battle-scarred Allianz chief ready for European™^ 

German insurer has ambitions of becoming a global, business, write Christopher Adams and Andrew R^er 

“ _ tives aimed at liberalising of Dres 4uer- Bank - wit! 


F rom a quiet and leafy 
district of Munich, Hen- 
ning Schulte-Noelle has 
begun to ggfrwnd the reach of 
Germany's biggest insurer in 
neighbouring European mar- 
kets. "Size isn’t everything.” 
be says. "But if you're one of 
the leading players, you've a 
much better chance to influ- 
ence developments than 
become a victim." 

Mr Schulte-NoeDe likes a. 
good contest a scar on his 
left cheek bears witness to a 
duel he fought while a stu- 
dent at university. 

As chairman of Allianz, 
though, he has displayed 
greater caution. A potential 
costly bid battle with 
Generali, the Italian insurer, 
for control of Assurances 
Gfoterales de Prance was 
avoided when the companies 
negotiated a deal that gave 
AGF to Allianz in return for 
some of the combined 
group's interests. 

Increased competition and 
the approach of European 
monetary union has sparked 
an unprecedented struggle 
for market share among the 
continent's biggest insurers. 
A rush of mergers and acqui- 
sitions has begun to reshape 
an Industry characterised for 
decades by naHmmt champi- 


ons with a tight grip on local 
markets. 

With assets under manage- 
ment Of DM48Qbn ($2S9bn) 
and premium income of 
DMllObn. Allianz Is emerg- 
ing as one of only a few 
European companies capable 
of dominating a single mar-, 
ket In ?rK nr ” n/ * t It derives 
about 60 per cent of total 
premiums from non-life busi- 
ness and 40 per cent from 
life and health. 

The DMSbn acquisition of 
AGF places Allianz among 
the top five insurers in each 
of France, Spain, Belgium 
and- Ireland. The group 
already bad a 15 per cent 
share of the Italian market 
and 14 per coot of non-life 
business in S w itz erlan d . 

But It win need to make 
flxrther acquisitions to fuel 
its ambitions of building a 
global business. Analysts 
say it an international 
fond management operation 
capable of competing on 
level terms with Axa of 
Prance and Switzerland's 
Zurich. It could also benefit 
from a more substantial 
presence in UK life assur- 
ance, where declining state 
welfare benefits for old age 
nnfl m h ealth should benefit 
the private sector. 


Hambag Schtete- N oa i a : enjoys 
■ good contest 

Mr Scholte-Noelle says 
cross-border d e al -m a kin g in 
insurance will accelerate, 
fuelled by competitive pres- 
sures, the biggest of which is 
the onslaught by able 
to use their retail branch 
network and asset manage- 
ment «tdHs to market invest- 
ment products. 

On its own, be says, mone- 
tary union does not elimi- 
nate the main barriers to 
cross-border sales of prod- 
ucts like life assurance and 
pensions. The different legal 
and tax regimes of countries 
are still a hindrance. 

But European Union three- 


insurance markets have 
begun to have an effect. 
Fixed tariff structures have 
been abolished and cosnpa- 
. n i*ft are allowed to operate 
acroes the continent under 
the rules and supervision of 
thehr home countries. Prices 
are becoming more volatile 
and companies are seeking 
to cut costs. ■ 

“The euro will give a 
strong stimulus to the con- 
vergence of tax and legal 
systems," he says. “Camp* 
nies that persist with a 
national attitude won't be 
able -to resist in the long 
run." : 

But while he acknowl- 
edges the value of distribu- 
tion links with banks, Mr 
Schulte-Noelle draws ' the 
line at Albans itself taking a' 
majority stake In any of the 
banks with which It has 
long-standing ties. He Is 
wary of “bancassurance" tie- 
ups that go beyond distribu- 
tion agreements- "To become 
a folly . Integrated financial 
concern on a global basis is 
out of reach of anybody, at 
least for the moment The 
management resources are 
not there." 

Yet Allianz's bank hold- 
ings, such as Its 22 jter cent' 


of Dresdner Bank — with 
which it is negotiating an . 
asset" man ag eme n t tie-gp - - 
do puf the insurer in a 
strong position to toflutajce - 
changed la. toe ttoarteferser- 
vtc*& sector. “Tha^foarm oT 
this situation Ls that It 
leaves all strategic Options '* 
oped for us." 

' He says the gniop woold 
be In te rest e d In' strengthen- 
lag fte position in UKtoamv 
. anoe. "Given the concentra- 
tion- among toe big players . 
fat that market, we are tat in. 
a position we would feel 
comfortable with over toe 
mediom to loag -tanm" Ed- 
towirwfts entry into toe fttf- 
Uppines fife assurance nor-' 
ket ' last month, AUUax is 
also seeking epportunitteafo 
Malaysia and Vietnam. ; - 
For now; 'though; the 
group is likely to concen- 
trate on Integrating AGF. It 
announced lest weektoafr-tts 

own Spanish operations 
would be merged with. those 
of AGF and Athew,^he 
French insurer subsumed 
into the group as a result bf- 
the purchase ; by AGF of 
Worms efcCle. •-«' 

There will be cost savings. . 
The group is aiming for a.- 
net return on its AGF Invest- 
ment of 9 per cent by zooa 


GOVERNMENT BONDS JAPANESE YIELDS PLUNGE AS FEAR OF DEFLATION DR j^£^BUYERS I JO 

Sceptical investors pour into JGBs 


By Gfflan Tett In Tokyo 

Is Japan's bond market in a 
bubble? That is one key 
question hanging over the 
Tokyo financial world. 

For while leaders of the G8 
Industrial nations worry 
about the record equity 
prices being recorded in toe 
US, on the other side of the 
Pacific another striking mar- 
ket surge is under way - in 
Japanese government bonds. 

On Friday the yield on the 
182 contract plunged to 
touch 1.285 par cent, a new 
record low. This contract is 
used as the 10-year bench- 
mark (though, in a confusing 
Japanese quirk, it expires in 
seven years time.) 

The yield later closed at 
1290 per cent but even this 
is well below previous global 
lows - the L85 per cent yield 
recorded In the US in 1941. 
And yields have now tum- 
bled some 30 basis points in 
three weeks. 

Some government officials 
ibaat this cannot continue. 
On Friday, the Economic 
Planning Agency declared 
that band prices should soon 
fen, once the market “under- 
stands” the recently 
announced Y16,700bn 
($l25bn) stimulus package. 
“When the effects emerge I 
am confident the bond mar- 
ket will change its percep- 
tion,” Koji Omi, EPA head, 
said. 

But few Japanese institu- 


tions appear to agree. One 
reason is that government 
funds, for example, remain 
committed bond buyers. 

Kenji Ogata, deputy direc- 
tor the Postal Savings 
bureau, fte example, says his 
group plans to buy Y2JXX)fan 
of the Y6,000bn bonds the 
government will issue to 
support its stimulus pack- 
age. The Ministry of 
Finance's Trust Fund bureau 
has indicated it will buy 
another Y2,000bn. This 
means that the new stimulus 
package will only leave 
around Y2,ooobn to be 
absorbed by the markets. 

Meanwhile, Japanese 
investors, who own. more 
than 90 per cent of the 
Y250,000bn JOB market, are 
active buyers. Two weeks 
ago, the dty banks, which 
tend to he trendsetters, 
reportedly increased their 
purchases of JGBs. On Fri- 
day a big life insurance 
group bought Y300bn of 20- 
year bonds, traders report. 

“This is a pretty convinc- 
ing sign that Japanese inves- 
tors do not believe their own 
government when it says 
that bond prices will fen,” 
said one trader. 

This scepticism partly 
reflects a new debate erupt- 
ing about the direction of 
monetary policy. Since the 
autumn of 1995 rates have 
been kept on hold at a 
record 05 per cent But the 
Bank of Japan's newly inde- 
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pendent policy board meets 
tomorrow. ' . . 

Some board members want 
a cut later this year if the 
economy worsens. And 
though a- reduction still 
seems unlikely, it cannot be 
discounted. 

But the main reason for 
the band price surge is a fear 
that Japan 'could be heading 
for deflation. Wholesale 
prices dropped 2.7 per emit 
in the year to April, and are 
expected to fall further in 
coming months as the 
impact of the Asian turmoil 
and weak yen feeds through. 

Thus far, retail price infla- 
tion has stayed positive, run- 


. . -rrr.t v:». 


Ding at around a . par cent in 
.recent months. 'But this 
largely reflects an increase 
in the consumption tax from 
3 per cent to 5 per cent last 
spring. This drops out of the 
data in April 

Consequently, when 
wholesale price deflation 
feeds through to the con- 
sumer after a few months, 
retail price inflation could 
turn negative this summer 
as well 

Given this, yields as -low 
as 1 per cent no longer look 
crazy, same investors argue. 
For a Japanese institution 
can find few returns in 
domestic equities. 


Some companies are mov- 
ing- overseas instead:- net 
purchases of non-yen bonds, 
for example, ; reached 
Y3,800bn in April. But many 
institutional investor# are 
still reluctant to hott xnore 
than 20 per cent weig hting 
in non-yen instruments 

because erf the currency risk. 

As William Campbefi of JP 
Morgan says: "JOB'S are a 
terrible Investment But the 
problem is that everything 
else is worse." 

the EPA dteagraas; defla- 
tion, it insists, is not a feasi- 
ble prospect because- the 
stimulus package wifi, start 
.to boost . demand, £ this 
..putttguu; BRfc though^topst 
. Observers, believe. fi-.Ffll- 
Store. Off an. outright racas- 
raion. few expect to <wa*/Kis* 
talari* sta-ge in growth? 

- As. Unke Katayama- .of 
Nomura . Asset Management 
argues.’ "The latest package 
is unlikely to raise growth 
above 1 per cent, so I think 
yields should stay low ” 

If he is wrong, the implica- 
tions would be patiifol; a 
sudden crash in toe market 
would deliver a severe blow 
to Japan’s institutional 
investors, particularly the 
banks who have growing 
exposure to JGBs. . 

But right now, thus Sce- 
nario is -not worrying most 
investors. Bond yields of US 
per cent, in other-words,; 
may look bixarre. But they' 
could get more bizarre yet 


MICROTEK INTERNATIONAL INC 

MwwpoiaMf m Or AfaUr t/Chae rtft bmtnS Ra&Bifl 

Notice 

to the holders of the outstanding 

Microtek International Inc. 

(the “Company”) 

US$29,000,000 

3J> per cert. Booth doe 2001 
(the "Bands”) 

NOTICE IS HEREBY GIVEN to (he balden of the Boats that die Baud of 
Director* of die Company by a resolution dated May 7. 1998. authorised die 
issue of 65.26Z49I duns of the Company's Common Stock for Eree 
djstnburion id sharehotdere os a dividend, and employees as a bows. The Bead 
of Directon Ins fixed May 30, 1998 as the ream) das forthedetemwanion of 
die ihareboMen and employees entitled to receive such dividend md Gee 
distribution. Purscam » 8 k provisions of d* Indenture constating tbe Bends, 
the Co n version Price of the Bonds has been adjusted «S a result of the above 
issce frora NTS4I to NTS34, effective May 30, 1998 (Repubfic of Onus tune). 
May 18, 1998 Microtek International Inc, 
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‘ ”-’rl!') jj-^ mar k ets c ivil strife ha s wider im plication s an d shows asian tur m oil ha s yet to end 

'"'“s' Indonesia evokes spectre of crisis 


JGBs 


By Phlfip Coojjan, 

Marinis Editor 

The- rioting and political 
unrest that have swept 
Indonesia over the past few 
days are exactly the kind of 
conditions that send foreign 
investors heading for the 
exit. 

The currency crisis that 
hit the rupiah last year and 
the tortuous negotiations 
with the International Mone- 
tary Fund on a reform pro- 
gramme, had ■ already 
prompted many investors to 
slash their holdings in the 
country. The FT/S&P Indon- 
esia index has dropped 54.1 
per cent in dollar terms 
since the start of this year 
and hy nearly 87 per cent 
since the beginning of 1997. 
Companies linked to the rul- 
ing family have been partic- 
ularly hard hit recently. 

With President Suharto 
under pressure to step down, 
shops and offices being 
looted and foreign embassies 
advising their nationals to 
leave the country, even the 
mast adventurous speculator 
would think twice about 
buying Indonesian stocks. 

“There is absolutely no 
foreign interest in getting 


todtnesfa 





into the market,” .says Geoff- 
rey Dennis, global emerging 
market equity strategist at 
Deutsche Morgan Grenfell, 
while Fiona Hatborn, heed 
of far eastern equities at H3D 
Sawing Asset Manpggmpnt, 
says: “We are not touching 
Indonesia with a barge-pole 
at the moment.” 

The overthrow of Suharto 
would not guarantee a 
return of confidence. AfTar 
all, the initial reason for 
many of the protests was the 
price rises imposed as part of 
the IMF agreement; an 
incoming regime would be 
likely to came under great 


internal pressure to abandon 
elem ent s of the reform pro- 
gramme. 

And a new government 
would still lave to «ipai with 
the weakness of the fan 
system. According to Mr 
Dennis: “The equity market 
may rally in the short term 
on a political transition, bnt 
the problems are not just 
political” 

The bigger worry for inter- 
national investors is that 
Indonesia’s problems could 
spread to the rest of the 
region- The countries most 
immediately affected are the 
neighbours Malaysia and 


Singapore Air advance 
masks Asian turmoil 


By Sbefla McNulty in Singapore 

Singapore Airlines reported 
a 0.3 per cent increase in 
group profit to S$1.04bn 
(US$634m) for the year ended 
March 31. But the results 
included the period before 
the regional crisis took hold, 
making the national carrier 
appear to be doing better 
than it was. 

“The billion dollar profit, 
due largely to a good first 
half, masks the effect of the 
Asian economic turbulence,”, 
said Cheong Choong Kong, 
deputy rhafraiftW and chief 
- executive officer. 

Singapore Airlines, like 
most. regional carriers, has 
been hit hard by the- crisis. 
Analysts expect sfiriine 
'results froift acrosS the 
region as the hbamfng busi- 
ness and tourist- travel that 
characterised east Asia in 
recent years- recedes. -■ 

Singapore Airlines' capac- 
ity rose 7.6 per cent in the 
financial year. But traffic 
grew at a lower rate of 


5.5 per cent, and overall load 
factor fell 1 A percentage 
points to 69.1 per cent 

Passenger seat use fell 3.9 
percentage points to 705 per 
cent Singapore Airlines said 
the outlook for passenger 
traffic ibis flnanriai year is 
poor, with outbound tr affic 
from Korea. Japan and sev- 
eral southeast - Asian coun- 
tries expected to shrink. It 
has cut the frequency of 
flights to Jakarta, Surabaya 

and Knala T.mnprrr, 

The national earner is 
using s mall er ' aircraft on - 
some flights to Seoul, Hang 
Kong; and Bangkok. -To off-, 
set those measures, it is 
deploying more capacity to 
Europe, the US. Australia 
and the Iniifan RiilvYmtinrmt 

Singapore Airlines has 
intensified its marketing and 
prcocnotions and offered up to 
HO per cent discounts on 
some flights. 

Its cargp^load factor grew 
0.4- percentage points to 6R9 
per cent In the financial year 
just ended. Cargo capacity in 


. this new financial year is 
budgeted to rise .6 per cent 
but growth prospects are 
mixed. 

Exports from much erf Asia 
are expected to be strong, as 
depreciating currencies 
make goods denominated in 
them more attractive 
abroad, but imports from 
Europe and the US are 
expected to slow as con- 
sumer spending foils in Asia. 

“We expect the very diffi- 
cult operating environment, 
which descended on us in 
November last year, causing 
passenger loads and fores to 
fall, to continue well into 
1998 and possibly beyond,? 
Mr said. 

Singapore Airlines pro- 
posed a final dividend of 
15 cents a share, bringing 
the year’s total dividend to 
^5 cents a share. That is 7.5 
percentage points lower th an 
the 1 year-earlier period, when 
a 7.5 per rent bonus dividend 
was declared to commemo- 
rate the company’s 50th 
anniversary. . 


Downturn hits Japan’s 
life assurance groups 


By OHfan Tett in Tokyo 

The amount of group life 
assurance policies managed 
by Japan’s 43 life assurance 
companies fell 25 per cent In 
the ll months to February, 
it has emerged. 

The fell, which was largely 
caused by corporate clients 
cancelling contracts, is the 
first big drop recorded in the 
sector in recent decades. 

Consequently, it high- 
lights the business pressures 
operating on the country’s 
life assurance industry, as 
Japan's Big Bang deregu- 
lation gets under way. 

The decline: will fuel 
expectations that same life 
assurance companies will 
report dismal results when 
they ann ounce their earn- 
ings figures In the summer. 

Unease about the financial 
health of the sector has risen 
since Nissan Mutual became 
the first Japanese life asstor-. 
ance group to collapse since 


the second world wax. In 
particular, many companies 
are befog squeezed because 
theii liabilities are very 
high, but income from pre- 
miums - and investment baa 
been felling. 

The companies have tradi- 
tionally drawn premium 
income by offering group 
and individual clients two 
main products. One is life 
assurance cover which pro- 
tects company employees or 
individuals against the risk 
of death or injury. The other 
is an “annuity” scheme, sim- 
ilar to a pension scheme. ' 

However, data from the 
life assurance industry asso- 
ciation shows that in the 11- 
months to February 1996 the 
value of group life assurance 
policies in force, which rep- 
resents the. total theoretical 
value of all potential rfaftns, 
fell by Yi46,554bn to 
Y437.960bn ($&266bn). The 
number of contracts fell J7 
per cent to 84,S28bn. Individ- 


ual life assurance cover fell 
L5 per cent to Yl,468.070bn. 

One reason for the drop is 
companies no longer feel 
they can 'affined to provide 
such- generous life assurance 
cover for their employees, 
industry nfflcaaip say. 

However, the decline also 
reflects growing competi- 
tion. A number of non-Japa- 
nese companies are scram- 
bling to enter the sector. 

The impact of the decline 
on business revenues is not 
clear, since corporate report- 
fog in the sector is patchy. 
Bid; although life assurance 
policies have traditionally 
provided lower premiums 
than annuity schemes, the 
decline will hurt earnings, 
analysts say. 

Meanwhile, the industry 
ifafii shows annuity Mhwy nt 
have been declining. Group 
annuities in force' felLLS per 
cent in the first 10 months of 
fiscal 1997. Individual annu- 
ities fell 3 l 9 per cent, 


Singapore, which have 
strong economic Jinks with 
Indonesia and potentially 
face ah influx of- refugees 
and disruption of trade. The 
Singapore market dropped 
645 per cent last week, while 
Malaysia fell 2.4 per cent 
More broadly, the prospect 
of political . breakdown in 
InflnnpgT* creates the possi- 
bility of default on its over- 
seas debts - -an outcome 
which wouH drastically hit 
sentiment towards the 
region. 

• “if Indonesia defaults, 
then banks win Hananij a 
risk premium from Korea. 
Thailand and Malaysia,” 
says Araab Banerji- chief 
Investment officer of Foreign 
& Colonial. “Currencies will 
fell, interest rates will rise 
and equities will be hit” 

Indonesia’s problems, and 
renewed talk of the possibil- 
ity of a Chinese devaluation, 
has prompted a market set- 
back. The. FT/S&P Pacific 
Batin index ha« already lost 
all, and more, of the g»ir>c 
made in the first part of the 
year. It is gradually becom- 
ing dear that the problems 
of Asia will take a long thna 
to sort out and that political 
and financial weaknesses 


may delay the kind of 
export-driven rebound on 
which optimists were count- 
ing at the start of the year. 

“life psychology of inves- 
tors this year is that they 
have had blind faith in an 

Asian tumroimd, but this 

crisis could remove the 
scales from their eyes,” says 
Edmond Warner, global 
strategist at BT Alex Brown. 
“Markets could retest the 
lows seen in the fourth quar- 
ter of 1997." 

Albert Edwards of Dresd- 
ner Kleinwort Benson takes 
a similar view. *Tt is always 
dangero us to participate in a 
liquidity-driven rally, for 
when the music stops, inves- 
tors refocus on the funda- 
mentals. In Asia, the music 
has stopped.” 

But one or two investors 
are starting to take the view 
that the sharp market falls 
have created profitable 
opportunities. “Negative sen- 
timent has hit prices in 
south-east Asia, and we are 
prepared to buy in at these 
levels,” says Hill Samuel's 
Ha thorn. “They could fall 
further but it is difficult to 
pick the absolute bottom and 
we can take a 12 month to 
two year view.” 


NEWS DIGEST 


POWER 


Asia crisis behind 
M$2.1bn loss at Tenaga 

Tenaga NasionaJ, Malaysia’s national power utility, reported a 
net loss of M$2.1bn (US$567 m) for the half-year ended Feb- 
ruary 28, swinging from a net profit of M$511m in the year- 
aartiar period. The company has made no pretences about 
the damage the regional financial crisis was doing to its bot- 
tom line, so analysis were not surprised by the results. 

Ahmad Tajuddtn Ali, Tenaga executive chairman, told 
reporters in Kuala Lumpur that the sharp depreciation in foe 
ringgit was largely to blame as it made it more expensive to 
pay the company's foreign loans. Tenaga reported foreign 
exchange losses of M$2.47bn, against profits of MSI 18m. 

But Mr Ahmad Tajuddti said demand was expected to 
grow 9 per cent this financial year and would offset the 
impact of the weaker ringgit if the currency stayed at present 
levels. *Our cashflow is healthy and we are able to meet til 
obligations * he said. 

He expects Tenaga’s capital expenditure to be M$4bn 
annually for the next three to fbtr years. That is down from Hs 
previous projection of M$5.5bn for this year. The company 
achieved savings by deferring 72 power transmission and dis- 
tribution projects to 2003, and removing a transmission line, 
which was to have linked the Bakun hydroelectric dam project 
- now on hold - with toe national grid. 

Shafla McNulty, Singapore 

THAILAND 


Baht gain hurts Thai groups 


By Ted Banfacketa Bangkok 

Listed Thai electronics 
exporters, a small but impor- 
tant part of the country’s 
stock market, saw strong 
firat-qnarter operating prof- 
its masked by huge gains or 
losses restating from an app- 
reciating Infat 

Unlike leading Thai manu- 
facturers- - which have 
domestic revenue but debts 
in foreign currency, and 
thus gain from a stronger 
baht -.. exporters see their 

baht revalue, margins and 
competitive position eroded 
when the baht gains- From 
January, to March this year, 

the baht -appreciated 17 per. 
cent ~ 

Delta Electronics, an 
exporter of computer moni- 
tors and other peripherals, 
saw.net profits plunge 
cent year on year in the first 
quarter to BtI04nt ($2.7tn). 
Although sales increased in 
both baht and dollar terms. 


the company was forced to 
report" Bt7«in of foreign 
exchange losses on dollar 
receivables and cash. .- 
With little debt, the com- 
pany, was not able ’ to dahn 
gains oh doHar- dgn a mfo a t ed 
loans . and thus is largely 
dependent on . the . direction 
of the baht for its fortunes. 

Indosuez WX Carr Union 
Securities recently reported 
that corporate earnings for 
the full year could be 40 per 
cent lower than the fosecast 
Bt426bn if the- baht stayed, 
around 40 to the US dollar 
rather than reaching the 
broker’s estimate of Bt48L25. 
to the dollar at the year-end 
KGS Electronics, a maker , 
of printed circuit -boards, 
said its net profits hi the 
first quarter . increased 
almost too per cent year-, on 
year to. BtSBlxo. With; high. 

. foreign, debt, the company 
washable -to revalue its fca> ■' 
eign loans downward Inbaht 
terms, . creating' a huge - 


extraordinary, although 
unrealised, gam 
. Hana Microelectronics, an 
assembler of integrated cir- 
cuits: and other electronic 
components, said first-quar- 
ter net : profits increased 
more' than threefold ' to 
Bt358m_ More than 50 per 
cent of profits same from the - 
operations of its Hong Kong 
s ubsidiar y; which bag been 
.unaffected by the baht deval- 
uation and subsequent 
«®redati6n. . 

Because , of .Ms dollar sales 
andwiridwide mai&et,Hana 
loses operating profits every 
time the ‘baht 

the dollar: However, with 
floltor - Hafaffities . nf roughly 
*5Qm, its unrealised foreign 
exchange gains also rise 
with a streng thening baht. 

fofltKuez- WX Carr Union 

Securities- Smites that the 
company's valuations .differ 
'only slightly whether the 
bahtis-atBtflV JBM5 or Bt48 
totbe dolfitr. . 


Oil producer posts 500% rise 

PTT Exploration & Production (PTTEP), the listed subsidiary of 
state-owned oil company Petroleum Authority of Thailand 
(PTT), has announced that its net profit h the first quarter 
Increased mare than 500 per cent from a year earner to 
Bfl-81bn ($48. 6m). Much of that increase came from an 
unrealised foreign exchange gain of Bt2.74bn as the baht 
strengthened and the company has a large amount of foreign 
loans and expanses. 

Operating results were also strong, although expenses grew 
fester than sales. Sales were up 61 per cent in the quarter to 
Bt227bn and expenses were up 105 per cent to Bt1-02bn. 
The company attributed its rise In expenses to Increased 
costs associated with the expansion of the Bongkot field and 
the Malayslan-Thti Joint Development Area, along with inter- 
est expenses from Sarmst bonds issued in foe third quarter of 
last year. 

PTTEP is In foe middle of a capital raising programme to 
fund expansion. Some 16m new shares will be offered to Thai 
and international investors along with 16.5m shares that wM 
be sold at the same time by foe PTT. 

■ Elect ri city Generating, foe Bsted subticBajy of state- 
owned power company Electricity Generating Authority of 
Thailand, said Its net profit in foe first quarter increased more 
than 800 per cent to Bt3.78bn. Fore&i exchange gains of 
Bt2.76bn also played a large part in that increase, although 
revenue also grew 38 per cent to Bt803m in the quarter with 
expenses rising only 19 per cent to Bt286m. Interest focome 
on. substantial cash holdings also increased. 

Ted B ar tf a cfce, Bangkok 


SINGAPORE • 

Budget telecoms service 

Singapore Telecommunications, the national telecoms opera- 
tor, said It will begin offering a budget, lower-grade Intema- 
. tional telephone service on a limited basis in June and foe 
system wffl be forty avertable by year-end. The service is to 
provide cost savings of about 30 per cant on calls to 18 des- 
tinations with lower voice quality than the company's Interna- 
tional Direct Dialing system. Htialfy, 5,000 users of its Interna- 
tional Calling Card service will be efigfirie. Access wfll be 
widened in stages to other users of card services, direct-dial 
telephones and mobile telephones. 

■ Singapore Mrttnes, the national carrier, said It wiH buy 10, 
wide-body, A340-500 aircraft from Airbus Industrie for 
US$2£bn. The air cra ft are for non-stop flights on long routes, 
such as from Singapore to Los Angeles. Such feats are 
beyond foe capability of Singapore Aortas 1 present aircraft 
and wiB enable the carrier to expand its US operations. Defiv- 
eries will begin in 2002. SheBa McNulty 


HONGKON G ~ 

Jardine to sell Optical Shop 

janflna Pacific, the trading arm of The Hong Kong-based Jar- 
dlna group. Is to sell Its 40-branch The Optical Shop to OPSM 
Prot e ctor, foe Australian eyewear company. The disposal, for 
an undisclosed sum, is the latest by Janflne Pacific, which In 
recent years has been shedding non-core businesses, includ- 
ing Insurance activities. The Optical Shop, which has been 
owned by Janfines for the past decade, has stores in Hong 
Kong, China and Singapore, It employs some 200 staff and 
has a turnover of about HK$2Q0m (USS25,8m). 

OPSM Pro tec tor said the acqubgion was In line with its 
strategy to leverage Its skills as the region's leading optical 
rataflw end expand into new markets. 

Louise Lucas, Hong Kong 


This announcement appears as a matter of record onlw 


SQCIEDADE NACIONAL DE COMBUSTIVEIS DE ANGOLA-SONANGOL U.E.E. 


US$ 79,000,000 


CREDIT FACILITY 

To finance an oil & gas production platform, 
remote fiare structure and associated pipelines for the 
Cabinda Concession Area offshore Angola, 
constructed by Daewoo Heavy Industries Ltd.. Korea 


Arranger 

INGJIb) BARINGS 


Co-Arranger 


CREDIT LYONNAIS 


Lead Managers 

ING Barings 
Credit Lyonnais 
Credit Agricole Indosuez 
MeesPierson N.V. 

Banqne Paribas 

Credit insurance policy provided by 

Korea Export Insurance Corporation (K£IC) 

Agent 

ING Barings 


ING Hi) BARINGS 


Februan- 1998 


Sales 

for the first quarter 1998 

The consolidated sales for the 1st quarter of 1998 
amounted to FRF 18.7 billion compared to FRF 18.4 billion 
for the 1st quarter of 1997. The increase on a comparable 
basis is 14.8%. 


k\FW raitas 

1st quarter 
1998 

1st quarter 
1997 

Change on a 
comparable 
basis 

Rat Carton Strafe 

10314 

9,026 

+ 143% 

Stainless Sted 
ancfAfloys 

4,697 

4.095 

+ 143% 

Specialty Steels 

4^69 

■ 3,647 

+ 17.7% 

Other Activities 

- 

Z274 

- 

Inter-company sates 

-595 

-619 

- 

Usraor 

10685 

18,423 

+ 143% 


figures for ”Ofoer Activities" axe no longer available due to Ore 
deconsolidation of Itollourec on June 30. 1997 and the change in 
consolidation of Forcast on December 31. 1997 to the equity method. 
Fafer (Belgium, Specialty Steels), Thainox (Thailand, stainless Steel 
and Allays) and La Magona (Italia. Hat Carbon Steels) will be 
consolidated by global integration on June 30, 1998 and are not 
included in the above figures for the 1st quarter of 1998. 

The increase in sales between the' 1st quarter of 1998 
and 1st quarter of 1997 is due to -both an increase in 
demand in terms of volume (Flat Carbon Steels +6.7%, 
Stainless Steel and Alloys +10.1%, Specialty Steels 
+14.7%) and increase in average sales prices (Flat Carbon 
Steels +7.6%, Stainless Steel and Alloys +4.2%, Specialty 
Steels +3.0%). 

All of the Group's plants continue to be busy while the 
price level of flat stainless steel remains uncertain. 


US/NOR 


To the Holders of 
Wells Fargo & Company 
Floating Rate i 
Subordinated 
Capital Notes due 1998 
Wch reference to tbe Notice in I 
this paper on April 1, 1998, | 
please be advised iW 
The date that all the 
outstanding Notes are to be 
rede eme d will be July 81, 1998 
and not July 7, 1998- 

Wdb Fbrga & Company 
Bp Morgan Guaranty This 
Company of New Yore 
or Trustee E*wfcMiy1S,TO* 


CHEVY CHASE MASTER CREDIT CARD TRUST II 
U-S4136.000.000 

Class A Floating Race Asset Backed Certificates, Series 1995-B 
* U-S.$12,000,000 

Class B Floating Rate Asset Backed Certificates, Series 1995-B 
daw Irencw ArmutRair Cuvpno Amount (USD! 


Liho> Oieraumooci One 
Accrual PmAfc 
EbvtinAccztui EVnoi 


5.9CIK53N. 
6-0:6250^ 
1 3/05/1 WS 
IW5/1998 
30 


USS 70 W 8 W 3 S 

U5S6”7I^5 


That Ire— a A faHLawM niGcappn A mo u nts dkiuMbrugJ«iitml«piiMnwc 
die Mara paysNr on Mmlay, June 15. NV8 

Bankers Trust Company 

mTntmtt 


J.P. Morgan & Co. 
Incorporated 

US$200,000,000 
Subordinated floating rate 
notes due August 2002 

tn accordance ath Hie 
praatstons at the notes, nodoe 
a hereby poen that for the 
Interest period 18 Hay 1998 to 
l8At^ast JS9B Ike notes wS 
cany an intoest meat 
5S?422% per annum. Interest 
payable on the rdeoant 
interest payment date 18 
August 1938 istB amom to 
USS7133 per USSS.QOO note. 

Agent Morgan Cuaranty 
Trust Company 

JPMorgan 


NOTICE ID 
BONDHOLDERS 

KWPO &ECTROWCS, WCL 


(Incorporated as a Company 
Ltd. by shams in Taiwan, 
R.O.C.) 

USWJ»V000 
3 % Bonds DUO 2001 

NOTICE IS HEREBY 
GIVES', dm faUowiag tbe deda- 
rarion of slock dividends and 
boons in shares of 1 CD, 679,1 1 5 1 
dares widi a par wise of NTS 10 
by the Company, Hk Cm vuun 
Pri« of die Bonds dull he adjust- 
ed ban NTS39.71 to NTS32J3 
with effect from May 22. 1998. 
As a remit thereof, holders of 
Hmittanem Certificate (“EC") 
whose names are rpgistanl in the 
shire register of die Canptny as 
of May 22. 1998 sUl be cmiilcd 
lo an additional 220 ECs (breach 
1,000 ECS held. 


JJ*. Morgan & Co. 
Incorporated 

US$250, 000,000 
Subordinated floating rate 
notes due November 2002 

fn accordance with the 
provisions ofthe note*, notice 
is hereby $ocn that for the 
interest period 18 May 1998 to 
16 November 1998 the notes 
wOI carry an Interest rate of 
5. 754! per annum. Interest 
payable on the relevant interest 
payment date 16 Nooember 
1998 will amoam to US$1 4535 
per US$5,000 note and 
USS2.907.OOpertlSSm.000 
note. 

Agent: Morgan Guaranty 
Trust Company 

JPMorgan 
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NEW YORK 


By Tracy Corrigan 

US Treasury bonds are 
expected to continue to trade 
within a tidbit range ahead of 
Tuesday's meeting of 
Federal Reserve policy 
makers, amid concern that 
an interest rate rise is now 
likely. Although mast 
analysts believe the Fed is 
unlikely to raise interest 
rates at this week’s meeting, 
same believe that a rate rise 
at the next meeting, on July 
l, could be on the cards. 

Economists have been 
gradually adopting a more 
bearish position. Donaldson, 
Lufkin & Jenrette predicts a 
V* point rise in the Fed funds 
rate this year. 

Last week's April 
consumer price data rose 
more than expected, when 
food and energy prices were 
secluded, due to factors such 
as accelerating housing 
costs. Market sentiment was 
also dampened by the heavy 
volume of corporate and 
m unicip al bond issues, as 
well as three-year and 
10-year Treasury note 
auctions. 
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However, signs of further 
turmoil in Asia may make it 
harder for the Fed to raise 
rates, and drive a flight to 
quality, according to 
analysts. But economists at 
Chase Securities warn that 
developments ‘indicate that 
the risks remain skewed in 
the direction of a worsening 
[US] trade performance”. 


LONDON 

By Steve Thompson 

Thera is plenty of economic 
and corporate news to keep 
the London market occupied 
this week. Without doubt the 
main event in global terms 
is the meeting on Tuesday of 
the US Federal Reserve's 
open market committee, 
which will determine 
interest rates. 

A move by the Fed to lift 
rates could well hit Wall 
Street and therefore upturn 
all markets. 

Domestic economic news 
this week includes inflation 
data for April, due on 
Tuesday, expected to show 
headline inflation up l par 
cent on the month and 3.9 
per cent over the year, with 
the underlying figure 
(targeted by the 
government) expected to 
come in up 2^ per cent over 
the year to April- 

Retail sales data for April 
are scheduled fbr Thursday; 
the consensus forecast is for 
a 05 per cent monthly 
increase. 

On the corporate front, no 
fewer than 10 FTSE 100 
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constituents are due to 
report, while a long list of 
annual general meetings 
includes five Footsie stocks. 

Worries about emerging 
inflationary pressures, in the 
form of higher than expected 

average turning s and rmit 

wage costs, were behind a 
midweek wobble in the 
FTSE 100 last week. 


FRANKFURT 

By frattam Bovrtey 

The DAX index of the 3D 
biggest German companies 
dosed up 3S£ paints at the 
close of electronic trading caa 
Friday at 5,407.6. bads near 
to its April peak. Ian Scott, 
analyst a£ Lehman Brothers 
in London, said signs that 
conditions in the German 
labour market were at last 
improvin g were set to boost 
c o n gu nrar w aated stocks. 

However, be was more 
cautious about the German 
stock market in general 
because rtf tiie strong gains 
already made. 

Investors this week will 
concentrate on news from 
the US where the FOMC will 
be deliberating the future 
course of US interest rates. 
On the corporate front, 
Preussag Stahl - which has 
been renamed Salzgitter - 
will give details of tts stock 
marirrt flotation today. 'Hie 
farmer steel division of 
conglomerate Preussag was 
bought by the northern 
German state of Lower 
Saxony to stop it falling into 
foreign hands. - • 
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Vlag will give details of its 
business at a press 
conference tomorrow. 
Bayerische Vereinsbank and 
Hypobank, the Bavarian 
Hanfefl that are merging, are 
due to publish their 
first-quarter figures, while . 
Commerzbank w£Q discuss 
its adoption of International 
accounting standards. 


TOKYO •• • • ; ■_ 

By 8BW:Wt __ 

Tokyo stocks looks set for 
another lack-lustre week, 
after moving between a . 
relatively narrow band . 
during trading last wedu. 

On Friday the Nikkei 225, 
the stock market index, 
closed at 15M&86, somfe 0.81 
per cent higher than the. . 
dose seven days earlier, 
after rearing between 15380 
and 15160 during the week. . 

This znaona that the index 
has now traded betaw 16,000 
for some three weeks now, 
with little immediate 
prospect of a rally. 

Oik factor dragging the 
market down is renewed 
concern about the economy 
and the threat of deflation. 
This pushed fang term hood 
yields down to a record low 
of 1.286 per cent an Friday, 
as significant Japanese 
investors abandoned equities 
and moved their money into 
bonds instead. 

' There to little likelihood of 
this stance changing this 
week. A meeting of the Bank 
of .Japan policy board on 
Tuesday appears unlikely to 
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cut interest rates. And with 
a spate of corporate results; 
due this weeds, including .- 
those from the banks and' , 
construction sector, there 
could be more bad company 
news. 

Meanwhile, the turmoil hr 
Indonesia is dampening . 
sentiment across the Asian ' 
region, including Japan. > . 
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COM PANIES DIARY 

Consumer 
spending 
fall slows 
Matsushita 

Matsushita Electric, the 
Japanese electronics and 
engineering company. Is 
expected to report annual 
pre-tax profit of Y348bn- 
Y351bn on sales of Y7,850bn- 
Y7,870bn on Wednesday 
amid slower domestic con- 
sumer spending and weaker 
regional demand as a result 
of the currency crisis, ana- 
lysts said. 

The company forecasts 
pre-tax profit of YSSlhn and 
revenue of Y7 JBTObn. 

| In the domestic market, 

I sales of home appliances 
such as air conditioners fell 
substantially, particularly in 
| the second half, because of 
| weak consumer spending 
resulting from the succes- 
I sive failures of financial 
in stituti ons, analysts said. 

. In offshore markets, earn- 
ings were affected by weak 
demand for home appliances 
; in south-east Asia but 
received some support from 
sales of audio and visual 
products such as digital 
video recorders in the US 
and Europe, which remained 
strong, analysts said. 

They said earnings were 
expected to remain weak for 
the year to March 1999, on 
soft demand in south-east 
Asia and the domestic mar- 
ket However, there might be 
a modest improvement from 
the second half as domestic 
consumer spending recovers, 
analysts said. AFX-Asia, 
Tokyo 

• Nippon Telegraph and 
Telephone, Japan's domi- 
nant domestic telecommuni- 
cations carrier, is expected 
on Friday to report pre-tax 
profit of Y553bn for the year 
to March, in line with the 
company’s recent downgrade 
of its earnings forecast. 



PiAig power: Sir fan Prosser, chairman i 


analysts said. 

They said the downgrade 
resulted from, a cut in the 
company's longdistance tar- 
iffs which moderated reve- 
nue growth and profit mar- 
gins. 

The company recently cut 
its pretax profit forecast for 
the year to Y553bn from 
Y562bn, while cutting esti- 
mated revenue to Y9,570bn 
from Y9,580bn. The net 
profit forecast was also cut 
to Y263bn from Y268bn. 

NTT said the February 
1997 cut in long-distance tar- 
iffs sliced YlObn off the 
year's revenue and had a 
direct impact on pre-tax 
profits. 

In the year to March 1997. 
NTT reported pre-tax profit 
of Y444.5bn on revenue of 
YSjQObn. 

NTT DoCoMo said recently 
it would announce an 
annual pre-tax profit of 
Y249bn on revenue of 


Y2,620bn. The previous 
year’s pre-tax profit was 
YISSJ&n, achieved an reve- 
nue af YLSGObn. 

While NTT is expected to 
enjoy sustained earnings 
growth, led by its NTT 
DoCoMo unit, the focal point 
is the restructuring of its 
lossmaking personal handy 
phone operations, analysts 
said. 

In early March, NTT said 
it would provide Y67hn in 
the year to March to help its 
PHS .units write off accumu- 
lated losses. 

NTT DoCoMo also said it 
wodld set aside YS6bn for 
the same reason, while sus- 
taining a further Y7bn provi- 
sion to write down capital 
losses an its investment in 
its PHS units. AFX-Asia, 
Tokyo 

• Bass is the second of the 
UK’s big three brewers to 
report with interim pre-tax 


profits expected by Goldman 
Sachs to be up about 4 per 
cent at £324m Investors trill 
be looking for news on the 
reshaping of the group 
which has taken part in 
transactions worth more 
than £4bn in the past six 
months. Although It has 
now withdrawn from tax- 
anted pubs, Bass, headed by 
Sir Ian Prosser, is a market 
leader in managed pubs and 
its comments on trading in 
the high street will be 
keenly studied. 

• First-quarter figures from 
Royal A Sun Alliance, the 
UK’s leading composite 
insurer, are expected to be 
hit by claims relating to bad 
weather that hit the UK and 
Canada in January. Ana- 
lysts’ forecasts range from 
£U5m to £14Qm for pre-tax 
operating profit in the' quar- 
ter, down from £195m fen the 
same period last time.- ’ - 
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FINANCIAL TIMES MONDAY MAY 18 1998 


THE WEEK AHEAD 
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DIVIDEND & INTEREST PAYMENTS 


Abbey National Treasury FRN 
2002 £188058 

Aire Vaday Etoanc* Class A2 FRN 
2039 £1886.73 

Do Class A3 FRN 2038 £1906.45 
Do Class Ad FRN 2039 EM83&51 
Do Ctas® A5 FRN 2039 £2000.15 
Alliance & Leicester 14.4p 

Aoi Advertising Promotion FRN 

1998 S317CL8d 
AonCorpnS028 
Arcotectric 0.772p 
British Mohair 2.6p 

Charter 22p 

Courtauids Textiles lO.lp 
Englistt & Overseas Props 0.15p 
European Leisure 1.25p 
Euro-Vip $36210.42 
Ftembros N/V 4.2p 
Jardlne Lloyd Thompson 5^p 
Kyushu Electric Power 71*% 
Notes 2007 $72.50 
LasSe Wise 0.5p 
Mayflower Corpn 1JB3p - 
McBride 2-5p 
Nichols (Vimto) 52p 
Nippon Telegraph & Telephone 
6%% Notes 2002 $87.50 
PaU Corpn $0,155 
Sandvik BSkr7 
Secure Trust 18p 

Standard Chartered Undated Prim 

Cap FRN $312.81 

Tate & Lyte InU 6%% Bds 2001 

$68.75 

Telefonica de Espane Pta62 
Travis Peridns 7.7p 
Treasury 10% 1999 £5 
Universal Ceramic Mils 3.7p 

■ TOMORROW 
Aberdeen High Income 2p 
STM Finance Bdfi 2004 $93750 


Do Tranche B Bds 2004 $85000 
Davis Service 7.6p 
Dolphin Packaging 5JJp 
SxpcMt-hnport Bank of Japan 
9%% Bds 19B9 $487.50 
Hoddar HsadSne 5p - ■ 

Kkwrwort Smfr Cos l,3p 
Korea Exchange FRN 2006 
$7744.24 

NatWftst Notes 2008 $16288 

Norsk Hydro 9%% Notes 1886 
Nkr7.5Q 

Hoyat Dutch psalm H 180 
Splntab 6% Bds 1998 5800 
Do 9% Notes 1888 EGU9Q0 
Treasury 101 *% 1999 £5.25 
YrttyspanWd Stop B VRN $160,68 

■ WEDNESDAY MAY 20 
Affiod Leisure H35p 
AVCO FRN 2000 £186.84 
BASF Br DM2.' 

Blue Circle bids 6%% Bds 20Q2 
£68.75 

Caradon B 3.007B13P 
CaterpBar Inc $0^5 
Catties &55p 
CMG 5-2p 

Dahva Overseas Fin Notes 2004 
$9500 

Edtnbugh Fund Managers 17p 
FannlcaNol BW> 2025 $3085.17 
Do Ctaes B 2025 $324&06 
Do N02 BND 2024 FMk20777J3a 
Do 6^2% Class A2 2024 
FMk31,600 

Do Oass B 2024 FMk22215.90 
Fintrust Debenture 9 W% Deb 
2023 £4.825 

Hydro-Quebec B%% Debs 2002 
$431.25 

1NVESCO City & Commercial 
335p 

Jacobs 1.75p - ' 


Merchants T rust 3.73p 
Merrill Lynch $024 
MoOns BJ5p 
PWWs Foods 2-8p 
Pfet Techs 1-2p 
Portugal 9% 2016 2225 
Royal Bk of Scotland FRN 2005 
£9236 

Simon Group CL64p 
Stolt-Nwfaon B $025 
united Carrtere I3p 

■ THURSDAY MAY 21 
CandouaririvB I5p 

Chase Manhattan Senior FRN 

2002 $137.15 

DeicamOJSp 

Downing Healthcare Pried VCT 2p 
Fired Earth Z3p 
GteKO Woflcome20p 
MHariOSK Lines Bds 1999 
Y600000 . 

Novara asip 

Peugor Finance Iml 8% Notes 
1999 LuxFriMXX) 

Shefl ADR $0.7837 
Taylor (C) 2.75p 
Thbstfo Hotels 2J8p 
Tty Group Qj6p 

Treasury 12ft% 2003/D5 £625 
TT Group 534p 

■ FRIDAY MAY 22 
Aaft&Lady42p 
Barrett Devfpts 32p 
BBA 5J5p 

BNB Res 52p 
Baxxnore Iratf 2-3p 
BPH 3% Bds 2002 $15 
Cacfixrry Schweppes 12L5p 
Dean Corpn 0.4p 
Dcnatantonlo 125p 
Dorflng Nnderefay 1 JSp . 

Eaton $044 


European Inv Bank 10%% 2004 
£259275 

Export-Import Bank of Japen 8% 
Gtd Bds 2002 S400 
Forth Ports lOp 
Greggs 2flp 

Henderson Grd Inc & Gwttl 1.7p 

Home CcunHsE Newspapers 3.5p 

Irish Ljfo~ti&3p 

Irish Permanent E£10>7p 

IBS lnvs 4275p 

UOsshaD 3.1 5p . 

London & St Lawrence ktv 3.1 5p 

LopexOBp 

MaSeilS.lp 

Medevn 3-tip 

Do ADR $02339 
Minor Group 315p 
Murray inti 4j55p 
Murray Ventures 4p 
Norcor 2 p 
Norish Units i£3p 
Pressac I2lp 
Redraw 125p 
Rutland Trust 425p 
Salehurst3p 

Sinclair Montrose HHhcare D2p 

Slough Estates 2p 

Sin Ufa & Prav 7Jp 

Tokyo-Mtsubiah! Tranche A FRN 

2001 $14804.70 

Do Tranche B FRN 1999 

$14238.89 

UnSaver 5.62p 

Unilever NV R 1/19 

Wetherepoon JD 0.75p 

Yorkshire Group 6.55 p 

■ SATURDAY MAY 23 
Sunderland 11%% Red 2006 
£5.875 

Trinidad & Tobago £6.125 


UK COMPANIES 

m TODAY 

COMPANY MEETINGS: 

Fidelity European Values, 25, 
Lovat Lane, EC, 12-00 
Lopex, Fitzaian Suite, Hie 
Howard Hotel, Temple Place. 
WC. 11.30 

South Country Homes, 
Southwark Towers, 32, 

London Bridge Street. 11.00 
YorXshfre Grp„ Village Hotel, 
186 Otley Rd., Heading fey, 
Leeds, 2.00 

BOARD MEETINGS: 
finals: 

Fine Art Devlpts 
Style Hldgs 
Interims: 

Cambridge Antibody Tech 
CeBtech 

I Diploma 

Paragon 

RM 

UPF Group 

■ TOMORROW 
COMPANY MEETINGS: 

Ash & Lacy, Botanical 
Gardens, Westboume Road, 
Ecfgbaston, Birmingham. 

1030 

Bostrom, Stone Circle Road, 
Round Spinney, Northampton, 
12.00 

ChelsfieM, The Chelsfield 
Room, Royal Festival Hall, The 
South Bank Centre, 11.00 


Clarkson (H), 12, Camomile 
Street. EC, 11.00 
Edlnfiurgh Fund Managers, 
Donaldson House, 97. 
Haymarket Terrace. 

Edinburgh, 12.15 

Next, New Connaught Rooms, 

Great Queen Street, WC, 

10.45 

Sough Estates, The Abraham 
Lincoln Room, The Savoy 
Hotel, Strand, WC, 12.00 
Wotetenhotme Rink, Penny 
Farthing Sente. Last Drop 

Hotel, Bromley Cross, Botton, 

12.00 

BOARD MEETINGS: 

Finals: 

British Energy 
Marks & Spencer 
Mer cha nt Retail Group 
Wamford In vs 
int e rims: 

Berisford 
Care UK 
Compass Group 
En te rprise Inns 
GreenaBs 
Hozelock 
Imperial Tobacco 

■ WEDNESDAY MAY 20 
COMPANY MEETINGS: 

Astec (BSR), Skinner's Hall, 
B%, Dowgate Hill, EC. 11.00 
Brfxton Estate, 22-24, Ely 
Place, EC. 12.00 


Bum, The Cafe 1 Royal, 68, 
Regent Street, W. 11.00 
Delphi, The Mayfair 
Imer-Contirwntal Hotel, 

Stratton Street, W, 10.00 
Home Counties 
Newspapers, Naval & Military 
Club. 94. PtccadHty, W, 10 JO 
BOARD MEETINGS: 

Finals: 

Blacks Leisure 

Glenmorangre 

Hoars Govett Smaller Co’s 

Hoore Govett 1000 Index 

Land Securities 

PhotobttJon 

Interims: 

Baggeridge Brick 
Ntegedfe Invs 
Young (H) 

■ THURSDAY MAY 21 
COMPANY MEETINGS: 
Epwln, Mend ip Suite, The 
Aztec Hotel, Aztec West 
Business Park, Almondsbury. 
Bristol, 12.00 

First Russian Frontiers, 3. 
Finsbury Avenue, EC, 12.00 
Park Estates, The Liverpool 
Moat House Hotel. Paradise 
Street, Liverpool 12.30 
Royal Doutton, Minton 
House, London Road. 
Stoke-on-Trent, Straff ordshire, 
12.00 

BOARD MEETINGS: 

Finals: 


Creative Publishing 

Exploration Co 

PowerGen 

Southnewa 

Storehouse 

Interims: 


Morgan Grenfell Equity 

■ FRIDAY MAY 22 
COMPANY MEETINGS: 

Fleming Mercantile Inv, 25, 
CopthaJI Avenue. EC. 3.00 
Ramco Energy The Marclfffe 
at Pitodets, North Deeskte 
Road, Aberdeen. 12.30 
Vero Grp-, Beciron Way, 
Chandlers Ford. Eastleigh, 
Hampshire. 12.30 

Company meetings ore annual 

general meetings unless 
otherwise stated. 

Please note: Reports and 
accounts are not normally 
available until approximately 
six weeks after the board 
meeting to approve the 
preliminary results. 

This list Is not necessarily 
comprehensive since 
companies are no longer 
obliged to notify the Stock 
Exchange of imminent 
announcements. 


CONFERENCES & EXHIBITIONS 





FORO EURO-ANDINO 98 
May 25 & 27 

Commonwealth Conference 
& Events Centre 
London 

2-day cccnctmc fcnen oig uihai by 4ie 
European rtanmnrirre and die Andean 
Coromnmty to pnnsccr trade between 
EtJ member sum and the Andean 
countries (Bolivia, Cotombii. Ecuador. 
Item and tfameM.Aradcd by high- 
level representatives from European 
Commission Andean Community; 
Andean gpvcireiKnB, Bade assodama. 
chan be n> of commerce and senior 
business pooplr. Worksbops: on 6 
tecrorq agricuburc. fisheries & «po- 
industry; energy A mining; textiles, 
clothing A leather inctaJ peodnerion: 
louriam, ni tM pogt ftfnmdal services^ 

—I iO wH Ml— - 

Por more arformaior, conanh web like: 


Ccnferences 

8c 

Exhibitions 


MAY 26 -28 

Introduction to thodty and 
Financial Markets 

• Historical Role of the Cay • The Role 
of Ihe Bank of England ■ Banking 
System and Market Participants 
- Qigintettkial Snwaro and Sctvioeg 
at Major Banks • Non Bank Fin anci al 
Institutions • Capital. Money and Risk 
Management Markets - The London 
-Sack Market • Itedmokigy and Jargon 
3 Bay* £875 + VAT 
Cotnaci: Birchin bnemfioml pic 
New Address: 

1 Lombard SU EC3V 9AA. Loodoa 
Ttels 0171 929 603 Tax: 0171 929 
Email: bircfain^BCbiacoin 
ImeraeU hBp^NrWUnddnxom 

LONDON 

MAY 28 

Seeing Companies after the 
-Budget - tax planning tor 
entrepreneurs and saffers 
The Budget's impact on tat planning 
strategies, including a p.metico! 
eumination of die changes to die CGT 
regime, identifying both pitfalls and 

opportunities. . . 

rty rimr Kale QoixUei. - “ 

Speedily Biirimn 0171 333 3290 

LONDON 

JUNE 1 -5 
CoretnunlcAsla 98, 
MobUfeeominAshKSB, 
NetworkAsia98 
International Conference 

Convergence or Com petition: What’s 

RerimdWlwBcadbC 

The ‘mot gtf* Asian cnnfcmneef of *e 

jtar tegrtwr.With Asia’slafgeM ever 

hbajnwalciiBibtiWfait- 

Rdf details «sd ntfiwton on 

la^r^aww at»ua«e»a ctsnOaaP as 9 Blam 

orgaHZkiartiaMm cn+44 171 862 20&t 
Great travel packages avaBaWel 

- SINGAPORE 

JUNES J 
TFLTRAMtiNG 


Agreements) 

Covering; What is- * Repo, 
Onracteristka of * Repo, U«* * iyp« 
of Repo; Rqios vs Stock Lending. 
Trading Repo8. Marglnmg in Repos. 
Overview of Major Markets, Legal 
Treatment A Documenarioo. 
Accounting A T«x Issues. 

£450.00 + VATl Day ’ ■ 

TU: 0171 4002123 Fix: 0171 800 3751 

E-mail: Sata#tfl-n*iningJcn»ooxiWik 

LONDON 

JUNE8&.9 
TFL TRAINING 
OTC Derivafivas ProcosaJng 
Covering: Overview of Markets. How 
they Work. Deal Capture. Margbang. : 
Transaction Linking* Profit A LP**« ■ 
Delivery, Vttidotran. Reconciliation. 
SctdemriK Proecsa. Payme« 
tt75J»+VATl0a*« 

Tdi 0171 fiOO 3123 Bun 0171 fiOO 3751 

E“ 1lS ^- a ^t5wN. 


JUNE 8- 10 

Introduction to CqiBal Mvltats 

• Bactgrauadipev rt nptfC Domestic/ 
Immtionai Maiketi. DUmaiaeiflttkML 
Sectniirsaban. PkrtJcqamts, Regaiatians 

• Bonds: Yields, RteUReward. Ratings, 
HxotVFloaiing • Currency and In t eres t 
Risk on Capital Market Instruments 
■ Equities nd Hybrid* Suck Exchange 
Listings and Trading 3 Days £&75 + VAT 
CttUacr Birchin Intemanonal pic 
New Address - 1 Lombard St Laotian 
EC3V9AA 

Td: 0171 929 6633 Fke 0171 929 6644 
Email: biidungtechoLCom 
inaru c r. tntpv/wvr«UrirohizLcoizi 

LONDON 

JUNE 8 -11: CONFERENCE 
JUNE 9 -11: EXHIBITION 
IMC *98 London 
Euro pc’s largest event for Documew 
Management, Imaging, Workflow and 
the hnecaeL Over ' 00 ErharfKrt and 45 
Worid-Cbas Speakers pr r . w s nring the 
latest developmetus to Information 
Technology. The IT event you cannot 
afford to nhs! 

FREE Registration to EaUbltton, 
Confcrenae RcgMration or 
More Information: 

Teh 01203 426450 ftue 01753592770 
Or ririt om webde wwtK.ihiKxaig 

ErlsCowrt a LONDON 

Secohd-MbrnRtlonal Water. 
Seminar -y 

SeraJoUjOne -JVraie Sttior Patteapafioo 
In A«e*9hser bidumy: AVUWe OptSoril 
SeasbhTiro -hmvnanomti & National 
Legal •' bcues fa Water Resource . 

' MnagpotaL Mter experts from: Wrrid 
.'Bant U^fadudiyamLGovonmient. 
Hosted by CEPMLP/Duwtee. DFID 
fiaufing may be^vaBabie for reginranla 
from Africa.. Alfa, Nepal, Vietnam. 

4 Days £695 “ 

Co-Dttcon: Dr Farida Waaen '• 
Re gi&muo icMa Moira McKinley . . 
TteUQ1382 344303 Fw: Q 1382 322578 
email: pjc.vimtera@dtmdenacjlk 

DUNDEE 

JUNE 8 -12 - 

Corporate Credit Arafyato • 
Stems -LevsIU 

« Sotnces qf Mutiu a w n inchafing Qetfa 
Rating - Non- financial Factors • • 
MmgBnent C omptswc e* I nteFneCB k ai 
of Finasraai faftmnaxioa • Cashflow 
Moddfing • Accounting Concepts and 
Standards • Creative Accouming 

• Cominigent Liabilities - Corporate 
Fa3ueaod Recovery SoKgJes 

5 toys 0995+ VAT 

Contact: BircbinJbueinailonaipIc . 
New Address - 1 Lombard St, 

London EC3V9AA 
TO: 0171 929 6633 Fm: 0171 9® 6644 
Email: birdrin@bndifacom 
fntwwt: hfW/wwwfarrimi.rreo ' 

LONDON 


P0WER-GBI Eanqie *9® 

Eurapeb Ntert UtiBy Curteranco & 
EaNbiUon far Sateor firacutivos frun 
Central, Eastern, Western Europe. 
Presenting latest developments on 
strangles, trends, iotecasta In the 
Power Generating Industry. Over 
200 innovative presentations, 300 
exh&fere. 6500 ceteerence defeats 
and visitors from 75 countries 
expected. Plus Deafanhirs Sesstav 
Oararatfag flnmdna and imBStinant 
opporturifiesfaBnope.. 

More bdumdoc ' 
FeratWeREmivriUintrGtaap 
ptHWC 431 3B 2B5 0963 
Fm+St 30385 BBS -j '■ 


MUaiL Italy 


Conferences 

& 

Exhibitions 


JUNE15-I7 . ... 

The Fifth International 
Dflrtvativos Conforence 
The coriferow: addrewe* da: impact of 
die Euro, Year 2000 ud reform of 
^■ornf regrthrio n and tec effects tids 
■will' have 'M pa rUci panic ifl tba. 
derivatives tedaniy. . •. j-. V- 
Coritot: HA'W- 1 OpVaH.466 54t» . ' 
or P0A TO +44 171 426-7250 

• LONDON 


JUNE 16 

How to Obtain International 
Invastment Capital for 
Restructuring Ukraine 
Enterprises 

Practical methods to comply with 
faiematioaa] accounting issues and 
le-vindize enterprises. Sponsors: Kiev 
IracmstiooBl Suck Exchinge and CAR 
Cartel Corporation. SlStthO USD 
Tit USA 949-477-6299 . 

Fh: USA 949-477-9211 

Kiev, UKRAINE 


i Unmr 8te Mrfotier of exotic 


MWftB Itl— rttetgflf 
aSntfBBlFi Ft. 

Pricing, Hedging and Trading 
EXOTIC OPTIONS . .. 

Leant howto: 

• ldwi%afaaBorawhewacpacffie 
. sxDdcopgonehoukftousad 

• EsftriatevotatBtysndcomaiallorT 

. ancf assess iheirirpad chi oxides 

• Racogntea the potential bensfib 
arid rfeks faharsnt fri using Bach 
product _ . 

- (mplamsntbesHxacBca hading 
and dadkg strategies: 

For more tiatate on thb, or any 

of IFFS 60 flnantted trefntng 
ouiren, cal Chria TUt on 
■»44 171 3443868 

Lornky 

JUNE 16 -18 ‘ 

Perfect Corporate Treasury 

Ready ter the Euro 
For FfamcU OootmOas and Ctetparau 
ThManyftnrataeL Undasuod how your 
beaker dtetes. Bank bonwiog and Sates 
Finance- Achieve a EURO compliant 
Treasury. E x perience hands-on dealing 
(PC based rimufatoo) 

GKP59&90+ VAT 

Lywood David fatemtiotial Lid 

Bookings Hodinc:fl378 S69158 

Fax: 01 732 4630 15 

P wma- oaining^lywood-daviAco-uk 

• LONDON 


Conferences 

& 

Exhibitions 


JUNE 16-19 
Equity Analysis 
Applles-teo techniques at financial 
analysis to equity- research end report 
writing. Aimed at analysis A research 
Staff. • Financial statement analysis 
Industry moist analysis * Equity 
marixt sector comparison! ■'Valuation 
meshods- Research repon writing. 

Ask for Ml co mae outfiae; 

Cortacu BPP Traintafi and X^wwftaiKy 
Td: 0171 628 8444 Fro 0171 528 7818 
EmtiLbppniating^catnpQMrve^xn 
LONDCW 

JUNE 17-18 ... T 7 \ 

; The Intemationel . • .. 

Independent FUm todustry 
and The Capita! Markets . 

. H* cquftsenoe wffl tfiscura (bcevofring 
TdatkinalHp'faetween the uHramtional 

aifcpcndgttfifaibdotny.atidltewtg^ 
of Gnancb Speakers in r fa des The Rl 
Ban Hm Omfee CBE JPMP. NBafater. 
ef State for FUm aodTcerism, Premfla 
Hoon,Sod*eGfi^sale. . 

Soqahtes: S wtFancoun 

Ttt 8171 896SM26 Bee 0171896 2696 

Bnuil: tfategpufljui fnm 

wwwJtaaBftieraxsxon 

? RAFTA , LONDON 


JUNE- 17 - 19 . ' 
AcoountiogSIctitelor 
NoifrFInancM Staff 

tiTbe “Lwginqfc of Fmance" • Baric 
Accounting Priodplcs • Bow Ffaanmri 
Swim in iW we Greented'-' Profit sod 
Lets Auconm and 'Balance Slieet- 
- Cashflow, Budgeting. Management . 
Accounts,- Brpijt'bven Analysis 
\l%uncbl Evaluation, Key Ratio*. 
-ScBtixji'riiy Analysis • Management 
Aoeounting Codceptt 
; 3ifafrraBaUvAT 


.NmAMoe 

1 1 nmhsnt 8t,SC3V»AA,Loadua 

TO 0171929 (SfiBTfcc 0177 9S 6644 


JUNE 17-19 
Advanced HnandaJ 
Modelling with Excel 
Aimed a thorn whose work involves die 
use of Excel to develop financial models 
particularly those in M&A. acquisition 
financing and preset finance. Modelling 
teefauques include • Array arithmetic 

• Linear Regression • Optimisation 

• Monte Carlo Simulation * Ffaancia] 
Ftamewafc fa- Modelling * D e re iupaxitt 
of a fiiDy integrated acquisition modeL 
Asamwintt mrriiwe lmgwledEe of Excel 
Contact: Rmh at FSMD fa details 

TO: 44 (0)1 625 530050 
Hue 44 (0)1625 323937 
E-mail: t rai n fa gl^&mdeo>uk 

LONDON 

JUNE 17-19 

Tropica Tea Conference & 
Exhibition 

Investing m tea. Eminent speakers. 
Excilfag new m praduos, Tea A health. 
An fa depth, independent analysis of the 
banting issues fa the tea stdus&y 
For more information 
TO: +44 171 9163406 
ftcc +44 171 *83 4417 
Travel packages available 

SRI LANKA 

JUNE 22 & 23 

The 21" Annual FT World 

Gold Conference 

Confirmed speakers include Mr Pew 
Fava, Chairman, LBMA, Head of 
Precious Meals, HSBC Midland; Mr 
. Bobby GodseO. Grief Execmive Officer 
An^ogold; Dr Slcwan Murray. Cbiet 

- Excconvt. Gold Ftokis Mmcral Services 
Ltd; Dr Rudolf Itink. Head of Ttamny. 
Strategy DMsfaa. Amman Ntetitsal Bank 
and Mr loin MTFUaon, Pmridnt sod 
Chief Euosive Officer. Placer Dome loc. 
'Contact: Sarah Gibb. PT Conferences 
TO+44T71 8 962639 Ret +44171 8962696 
U l Mtlfc BCTh aftpmWOWUffi 

BARCELONA 

JUNE 22 -24 
Onatfit Assessment 

Aimed at those in coqwmies and b«ks 
needing |o undeoiaad the principles sad 
practice of onta as sess m ent. ■ Cste Row 
Analyw • Financial Anelysis fa Cteifii 
Assessment • Impact of Accounting 
on Credit • Nou-Ffaancral Analysis 
■S u n uffl rfaaig the Non-Rnsnrial Analyse 
•Credit Protection The Rating Agenrira’ 
Approach • Writing the Credit Analysis 
and Summary- Case Snnfies. 

Coreacc Ruth at FSMD fa dcsails 
TO- 44 (0)1 625 530050 
Fax: 44 (Q)I625 523937 
E-mail: train jn pjM jgntLoajik 

LONDON 

JUNE 22- JULY 3 
Global Credit Analysis 

Intensive 10 days based on ononananaly 
regarded American banking credit 
——»»■» « techniques. Pifa lowowledge 
of basic accounting principles & main 
firaoui ituctnenB required. - Evafamtioo 
of smtegfa. • Non financial infonnatioo 

• Accounting principles A the main 
'financial state men ins • Company 
dynamics • Fi na nci al A ratio analysis 

• Cashflow analysis ■ Credit families 

• Corponte failure - International case 
audieLAik fbr full course omfine. 
Qmj* BPPTnsnipg nd Connlmcy 
TO 0171 KS 8444 Fix: 0171 628 7818 
flmaii- bp f maial ng & corBpusenifecom 

LONDON 

JUNEM 

The Internet - An Introduction 
{with special reference to the 
Logistics Sector) 

- • The Internet - an overview « Using 
search engine* and push technology 
■ Logistics related web sites * Case: 
BAR Johnson TOes - using the Internet 
fa nouxna- order protesting • Is a web 
site for yoo? - Sating op a web rite 
■ teawEBMa 
Ocntacc.l&lBiy XseblB, National 
Materials HandEng Centre 

TO 01234 750323 Rue 01234 752040 
Email: lWgtamfidd-sank 

MILTON KEYNES 

JUNE 25-25 
Linking the Balanced 
Scorecard to Strategy 
TfaaT miss Professor Robert Kaplan, 
co-fotmder of ihr Balanced Bittiness 
Scorecard, at bis first personal UK 
appearance this yesc He. and a 
spestaerpand, wtH give yon tee advice 
you need to develop a scorecard 
framework. 

hnpvVvrei^sUiutiBesa-iaselligesice^uk 

Tel: 0181 8793355 Fax: 0181 879 1122 
Email: 


,faleaifaha|^/a^j)aAfrhMOin. 

• --. l - LONDON 


LONDON 

JUNE 29 -30 
And More Dates for 1998 
Project Htanagsment 
Provides mHugen A those new id tint 
/area with the skills to wt serosa 
osganicatkn & functional boundaries 
successfully. PanJctpunts will bring 
- teen-own pngeon to tec coone. * 
breakdown, structures - Network 
imljrofRiteti pat h analy tes * Gstst 
cfaot*- Crash times -PERT 
. Adtftir fttfl course ootiinB. 

BPP Training and Consultancy 
TO 0171 628 8444 Fax: 0171 628 7813 

Emate buTOninara^ooininwwroxam) 

LONDON 


JUNE 29 - JULY 1 
Third Roundtable with the 
Government of Romania 
Mart the new key decision-makers. 
With the participraion of President Bmfl 
Coostantinescu and Prime Minister 
RadaYMe 

Por immediate registration sod a copy 
of the programme, please contact 
Monika Davies; 

The Bconanusl Conferences 
Tel: (43.1)712 41 61 15 
Fta: (43.1) 714 6769 
E-anlh tnosakadaviss^efuxwn 

LONDON 

JUNE 29 -JULY 3 
International Trade 
Designed to provide a linn und e m and i ng 
of tee principle legal, policy and 
■Aunal tnes related to International 
Trade. Seminars, band-on training 
exercises, and esse studies will give 
participants practical knowledge and 
experience that will help enhance 
professional mica value. 

Organisers: American University and 
CEPMLP/Dundee. Other related 
workshops « available. 5 Days-USS1750 
Contact: Gabriel Eckstein 
TO: 202 274 4003 Fax: 202 274 4 1 30 
Hmtil: ecfcsteinfilwcLainersmudu 

WASHINGTON D.C. 



Conferences 

& I Financial Times 

Exhibitions 


To advertise conferences, exhibitions, trade 
fairs, conference venues and training 
courses to approx 1.2 million readers 
worldwide. 

Contact Jade Sanderson on 
tel +44 171 873 3507 
fax +44 171 873 3765 


TOe 2nd Annual Healthcare 
Conference 

TWa major European haeUttcara 
conference wfll locus on tee tadcai 
change In haattfleare systems and 
concern over costs, avatebilty and 
quality cl healthcare services. 

Join us in a debate with prominent 
figures from Europe’s teaing 
heaUhcara organisations, 
including: Norwich Union, NERA, 
Danmark Sygelorridring, Hetsana 
and Caremaik Apoflwfcen. 

Fur tun programme details 
c u ittac L Dcnilnle Luck at 
Tile Eoonomtet Conferences, 

15 Regent Street, 

London SW1Y4LR.UK 
TeL- (44.171) 830 1093 
Fax: (44.171) 931 0228 
E-nnfl: ckMitIni©tucfc0Wuuconi 


I Le MertfflCT Piccadilly. UindOH ) 

JUNE 30- JULY 1 
The Corporate Desktop: 
Technology, Status & 
Business impact 

How to harness the technological 
dewtepmens ■ the tnndtirai to Windows 
•98. "wobtop” technologies; “tiro" 
clients, etc., taking into account Total 
Cost of Ownership: the outsourcing 
option; service levels; handling tee 
sepptierfeliem relationship; risks and 
dowtridoL The essential best practice fa 
man agi n g a cost-effective desktop today 
and a migranon strategy fa loxnnrrow. 
UNICOM 

c 01893 256484 ft 01 895 813095 
mfofltmico nim uk 

LONDON 

JULY 6 & 7 

FT Corporate Property 
Conference - Winning 


JULY 14- 15 
Knowledge-. JnteHeotual 
Capita! & The Value Chain 

Case studies and overviews of the 
processes, best practices and experimeoc 
practical systems and tools in key areas 
of Knowledge M ana gement. Keynote 
presentation by Fortune Magazine b Tom 
Stewart, author of the best seller 
‘flnteflcctoal Capital: The New Wealth 
or Organization*”’, a finalist fa the 
Booz-Allai/Ftnsncial Thues -'Bosiness 
Book of the Year" AwanL 
UNICOM 

C 01 895 236484 fi 01895 BI3095 
hrfo@iumooaLoo.uk 

LONDON 

SEPTEMBER 3 & 4 
FT World Aerospace and Air 
Transport Conference 
Distinguished speakers include Neil 
Khinock. Member of the European 
Commission: Adam Brown, Airbus 
Industrie; Robert Ay I mg. British 
Airways pic; Pierre Jeanoiot. 1ATA; 
John Westoc CBE. British Aerospace 
ptc; and Chris Avery. Paribas. 

Contact: Joanna Edwards. 

FT Conferences 
TO: (+44) 171 896 2555 
Fax: (+44)1718962696 
Email: ftc@pearsotiHpto.com 
www.frranfertncesxcsn 

LONDON 

SEPTEMBER 13 -18 
17th Congress of the Wortd 
Energy Council 

PrtPtur energy ertnl efemtary. 

Focus on energy, technology, sustaining 
Brecht development into next nrinenimn. 
TO iron-free): 888 324 4932 
TO l outside UJSJ\_t 202 331 0415 
wwvxwec98eongre«4 ag 

Honston, TEXAS - USA 


SEPTEMBER 15 & 16 
The 2nd FT World Water 
Conference 

The Global water indusby bar Diced great 
change and uncertainty over the last 
twelve mouths. This Financial Tunes 
conference provides a unique opportunity 
to defame the cbaDenga ahead with senior 
industry colleagues, political dcclsioa 
makers and potential ^stg B L tfiie tft u i ei s . 
Contact: Sarah Gibb. FT Ccnferences 
TO +44 J71 896 2639 
Far: +44 171 896 2696 
E-mail: sarahgs&peaiMn-praxoni 
www.ftcooferenccsxoai 

LONDON 

Mereathml Real Etfate Fisatsa 
Cofllerence “CreaBug a Na* 
Synergy: Globa! Partnerships 
fa Real Effete Hnaucs* ! 

Sponsored by the Mortyage Banhac 
AssooatRifl ol Amenca (MBA). The 
only trrwmahonal real estate finance 
conteranca damM to utortgaao 
finance pmtossonatx (ram oceans 
Of nations. Sessions cover recent 
developments in to residontal and 
commercial sorters tn emeiyrng 
onriMs. lottos Induce miMatera) 
actMty, goratranant poficy perepectne. 
SocoreJaiy systems. Wemmonallow 
income hotwno. innovative technpiooy 

fflvl trade bamra. 

FOr further Information contact 

liQa »-»- — — « fllrilalnii 

wa mcm iWmhi utvtsnn 
TO: 208881 6580 

Rnc 202881 0738 


Maui, Hawaii, USA 


SEPTEMBER 24 & 25 
Hie 2nd Annual World 
Stainless Steel Conference 
Creating Markets and Profits 
Jn Stainless Steel 
This FT Conference, agonised with CRU 
IiuefnatnTOL wiD consider the impart of 
global overcapacity widen the sector and 
die need (o cnae end develop now mattes 
m samlets stecL Raw rameriai avaibfaiiity 
w9 also he among tte issues oditaed. 
CcmacL Lucinda Roberts. FT 
Conferences Tel: +44 171 8962120 
Fes-. +44 171 896 2696 
Email: ftc^peanmt-pnMxen 
www. hconferenocs.com 

FilL<l'»- ? ?ri. USA 

27 July - 10 August 1998 

2 WETO (HUMAN 
BUSflESS AOMBBSTRAIION 

at 

tatroit Kansdy Oalwntty Znfek 

You ntique opportunay » lake pan at 
our Summer Session. In-depth Study Sc 
Conferences. 2 weeks to obtain at the 
end of the event a Diploma in Buriocu 
Administration from Robert Kennedy 
Untvauiy Zurich (AcaafitdSFPUC-L 

■ Spoken from Icodmg tsnLs ral 

financial aMsmots of Zurich 

■ Tkigja by pofcaorof wortl wale 
feme 

■ RiD-ttac study to obtain a Swnt 
tatensaioral Dipianw 

8 Qpcn to all (do atknisiiom 

IlkpUlilKlIHI 

TOal test (br an 15 day* £1M8 
(netodme lieikca Ires, 
udfettnoefc wabhpA nrtMi 

Otnocc Rohm Kamefy Urevedty 

+41 IWSJWB-iaefiu+tl 1 y«3«n 
Noiitta4n»a#1o»iobw*o**y' CM| 


LANGUAGE COURSES 


the Financial Community 

This PT Conference will concider tee 
jncyeniint importance of property, bote 
as a balance sheet and operational asset. 
The Importance of financial market* 
and professional service providers win 
also be addressed. 

Contact: Luanda Robert*. 
FTConfaeocesTefc+dd 171 8962120 
flat: +44 171 8962696 
E-mail; fted&paraoa-pcacoa 
wwwfltoniaaicesxaii 

LONDON 

JULY6-10 
Intemaboturi Tax 
Expens from private practice, 
corpo ratio n s , in tet nation al ragarusatioos. 
govnitioencal iosihutiuns and academia 
will provide a solid grounding in the 
issues relaud to fatcnntiooal Tax, Of 
Interest tot la wyers, negoriaays. business 
executives and government offlcBtis. 
Organism'. American UnWemty and 
CH’MXJ 1 / Dundee. Other related 
VKxkahcfX are avaibUe. 5 Rays US$1759 
Contact: Gabriel 

TO: 30 174 4003 Free 202 274 4130 
EbbD: Jji ra n cun xih 

WASHINGTON D.C. 


ii H REGENT 


LANGUAGES 
FOR BUSINESS 

« Tafiorad UWti fa busneu people 

• Coras tar n**Juais and groups 

• kKongjany or at our centres at 
London, Qxfad, Brighton. Kent and 
Edcburph 

• Expert teorimg in over 40 
Homages Deluding Enghsh 


31 J4teMesnSL.UModVIC2N6HK 
Triephonc 0171 839 3622 
Fac 0171 839 3677 


Language 

Courses 


FAST. EFFECTIVE. AFFORDABLE 

Would speaking your 
Customer s language 
have made the 
difference ? 


Did your last meeting overseas go as wen as you had 
hoped? No? Why not? Did you lose out to a competitor 
who did speak the language of the customer? 
Don't let it happen again - 

Call BERLITZ for details of 'Doing Business In* 
French/German/Spanish NOW on 

0171 - 915 0909 


0191 - 
0131 - 


229 7198 


Helping the World Communicate. 
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CURRENCIES & MONEY 


Fed rate rise fears 


POUND SPOT FORWARD AGAINST THE POUND 


DOLLAR SPOT FORWARD AGAINST THE DOLLAR 


By Shura Knper 


For the first Hmo in months, 
many investors think the 
Federal Reserve might raise 
US rates. 

The bank's open market 
committee meets on Tues- 
day. Cary Leahey, chief US 
economist at High Fre- 
quency Economics in New 
York, pats the chance of an 
increase at one in three, bat 
he has a gut feeling that the 
Fed might upset those odds. 

On the face of it a rate rise 
seems unlikely. 

US inflation is running at 
little more than 1 per cent a 
year, and average earni n gs 
growth, though climbing, 
has yet to frighten the Fed. 
Furthermore, with the Asian 
crisis rearing up again, the 
last thing the bank wants to 
do is wallop emerging mar- 
kets with a rate rise. 

However, Alan Greenspan, 
Fed ftHairman, has warned 
before about the stock mar- 
ket boom, yet it has gone 
merrily on. The US economy 
grew at more than 4 per cent 
in the first quarter, and the 
unemployment rate Is rap- 


idly falling towards 4 per 
cent. That must produce 
wage inflation one day, say 
many economists. The Fed 
will want to act before that 

happens. 

A US rate rise, because it 
Is not priced into the mar- 
ket. could upset stocks and 
bonds and thus damage the 
dollar. That happened in 
1994 . Yet if rates stay on 
hold, the dollar might fall 
too, as investors anticipate 
the day when Goman yields 
catch up with US levels. 

In any case, the dollar 
starts the week vulnerable: 
it has been rallying against 
the yen and D-Maric despite 
threats that the Bank of 
Japan might intervene for 
Its currency, and despite 
growing evidence that the 
European economies axe 
accelerating. The dollar 
faces another test the day 
after the Fed’s meeting, 
when the US trade deficit for 
March is revealed. 

The D-Maric could benefit 
from more strong German 
economic data which is 
expected throughout the 
week. 
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Standard £ Chartered 

Standard Chartered PLC 

r«corporaiBd«vtthBmited»ab9!yliiErig»arid) 

US $300,000,000 

Undated Primary Capital Floating Rate Notes 
(Series 2) 

In accordance with the provisions of fee Notes, notice is 
hereby given that for fee six months period (184 days) from 
18th May, 1988 fe T8th November, 1998 the Notes wfl cany 
Interest at the rate of 6.0625 per cent per annum. 

The Interest payment date win be 18th November, 1998. 
Payment, which will amount to US $309.86 per US $10,000 
Note and US $1£48-31 per US $50,000 Note, will be made 
agairst surrender of Coupon No. 25. 

West Merchant Bank Limited 
Agent Bank 


Correction Notice 

MERCURY 
EUROPEAN 
PRIVATISATION 
TRUST PLC 
£75,000,000 

Floating Rate Notes due 2004 

For the dure month* from 27 di 
R br mij 1998 to 27 th M*y 1998 
ladatooe. the Notes will 007 an 
interest me < 47 . 81 25 % personam. 
The Bitn est smoanc payable per 
ClOOrOQO win be £ 1,92057 on 
ZSthMay 1998 . 

MXrfTBJMX, 

BARCLAG RANK PIC 
SSUES. AG ENCY AND 

Dnsiurrsnm 
*ANGB.COUirr 
THROGMORTON STREET 
LONDON ECU 7 HT 


BARCLAYS 


CONTRACTS & TENDERS 


Market Operator to run the Within Day Gas Market in 
Great Britain 

Trartsco, as part of BG pic, currently balances the gas transportation network in Great 
Britain using the flexibility mechanism, as defined in its Network Code. Over 1997/98 
winter period Transco bought and sold a total of 14TWh of within day flexibility gas from 
shippers using this mechanism. 

The Director General of Gas Supply and Transco consider that the long term energy 
balancing regime may be better served by a within day gas trading market which will be 
subject to a full coasol ration during summer 98. this would facilitate anonymous within 
day gas trades which, it is anticipated, will improve the competitiveness in the market for 
within day gas thereby enhancing the efficient operation of the gas network. 

The operation of this market should provide excellent opportunities as the European gas 
industries are liberalised. 

An otganisation wife relevant market operator experience is being sought to establish and 
run an anonymous, screen based trading system, to become operational later this year. 
Proposals for both cleared and uncleared markets and innovative forms of self-financing 
wiQ be welcome. The successful applicant will be requited to interface trading activity 
with Transco’s IS systems and set up fee infrastructure to allow trading by multiple 
parties. 

Expressions of interest outlining experience and demonstrating relevant capability are 
requested by 23 June 1998. This will be immediately followed by a formal tendering 
process, if appropriate. 

Interested parties should contact Tcaosco on 0121 623 2460, in the first instance to obtain 
an information pack and further details, or you can contact Ofgas on 0171 932 1669. 



Tt-ansco 


B 




• § 1 

Hi*,* 

• TO SAVE ALL . 
THESE TREES WE \ 

# HELP CHOP • 



Tropkai kafvDod ins — » 
nbobfc nlogpn duo other nos htfac 



OpK 

stfpte 

Dreg* 

• m> 

Loir 

atari 

(fan let 

to 

05634 

05613 

-00020 

OS 838 

OSBQfl 

24 X 34 

■ 09 , 157 - 

to 

05850 

03641 

-00020 

05656 

05630 

as 

4 X 64 

(fa 

' - ' 

0 X 868 

- 0 X 020 

• - • 

QXESS 

6 

198 . 

■ n 

BSS IBMB fSIMB W SRr 125 X 00 DK SR 




to 

0 X 778 

0 X 751 

-00028 

0 X 766 • 

06728 

13 X 06 

57 X 04 

Sep 

06834 

0 X 820 

-00028 

0 X 84 ! 

06795 

58 

1 X 80 

OK 

- 

0 X 868 

-00028 

- 

0 X 874 

1 

- B 

■ JRMMR TO THUMB MM to 125 d par Yen 100 





Opn 

Made* 

donga 

mbs 

Urn 

atwi 

Open mt 

to 

07512 

07464 

—(L 0 Q 38 

07522 

07462 

14,166 

60*96 

Sep 

07583 

07563 

-00038 

07601 

(L 75 BO 

216 

Z 5*9 

DK 

07670 

07664 

- 0 X 038 

07670 

07889 

12 • 

296 

■ S 1 BBM 6 RI 1 MB 8 <W EBZJOO par £ 





to 

1 X 264 

1 X 250 

- 0 X 034 

1 X 326 

1 X 202 

13,447 

-. 48791 ' 

Sep 

1 X 2*4 

TXtS* 

-00034 

1 X 244 

1 X 130 

100 

m ■■ 

DK 

1 X 124 

1 X 118 

-00034 

1 X 140 

1 X 070 

. 12 

152 v- 



. 




... . 



■ reusRiw* * m arnow ouso tea* pir poma 


Pries 


858 

054 


out 

to 

151 

1.10 

0X3 


u ■ m 

200 - 003 

158 037 

14 D 125 



tore dev fa. am os rm um. rm sate «■* m. aw tvurm mjm 
■ MUMBVMA K MMBOt OPTWtt OMBUDQ 9 |Nr DU 


-v\; - 


Me* 

fay 

- CPUS 
to 

m : 

am ' 

051 

DX8 

- 116 

0J88 

0X6 

0X7 

0X4 

1X86 

am 

035 

0X1 


. M~ ’ 

- ' OM 043 

042 053 t 

041 * 0:70 OM . .. 

awtoB ifcr*eLMi 2 awa 87 Mr.*yBnHH. 08 aH 8 V* 2 &ni • 

BBICHMARK SOVBWM 0 ff WNRpf L -- ggSB 
us- ■ - m sfw-'mS i mM tt W. m 

■89 ore canal Wm aai 

mao. JafcjMa nm . . *ow -<«■ 




.**■ 





14 

e * 

■ 

D 


h * - 

* » j 

« ? • * 


UK INTEREST RATES 


LONDON MONEY RATES 

■qr « Ore- 7 tor* 


O 0 B 


Tina 


a 


on 


htotakStotig 

te^fCDi 

TrereyBb 

Mtt 

late *rtmt> tops. 
DortlWtoi 

OCdretegteatMi 


8 K -8 7 H -71 7 *-^ 7 H- 7 H 7 J - 7 J Q-.q 
7 »- 7 | 71-71 Ti-Tk 7»-74 
. - 7 U- 7 H 7 U- 7 * 

- 71 t- 7 i ^- 7 * 71 - 7 * 

7 J- 7 K 7 H -71 791-74 W- ^ 


71-7 7 K- 7 K 
71-74 W- 7 | 


feBtof tee H 4 per cact tn Nov 6. 1997 

Up to 1 1-8 M 


8-9 


9-12 


625 


635 


CWs of T« toil. (21005000 4 &S 65 

Cn «r m nwcioteoao te *pc. oretei Mm to ren 2«c. 

BN. nto M 01 tocare ■ Itor IS 7^lB7*t a» M ito SU. Btolt fSton. 4S4M « ^ 4pr 30. 
USB. «gnto w to pm* rer a. NBB to Jon 8 . 108 . SdM ■ in*. Mm> MM to JB 4 B 4 «p i. 
1S9I to re 3te irn Kwre ■ s V 727pc. FteKi DM 8n»Mi toe tre rer 1. an. 


BANK OF DIGLAND TREASURY BILL TENDER 


May is ttoy 8 


M*y 15 May 8 


B8b on (Ar £10Da £100a 

TOW Bf Bp pute l rm E 384 M ESBOo 

TaW tfocsted EHttn £100 b 

Min. Bcapted Ud E 98245 E 88270 

Manat at (to. tote 24% 100% 


Top accreted rm 7539M 65360% 

toe. rate rf teat 75197% 68380% 

MMO* 7» 7.1447% 75580% 

Otter M.Mdtetoter £M 0 ib SlOOn 

Mb. acopt Ud 28 dto* 


BASE LENDING RATES 


Mam&Cbmpav 755 
AftodbtetiBarklGa) 725 
teHanyAneactwr 729 
EtencoBtoaoVizeaya 725 
UankafCypma 725 
BrtatteM 725 
Baric of Mb 725 
BwteriScoBred 725 
Barela B«r* 72 ! 
BriSkriMdEret 725 
e o Mi a» tey 6 CDUi 72 s 
CHaricNA 725 

CreteWsBrt 725 
Tha Cfropiterin BM 725 
Cootei & Co ' 725 

Qypu(PapUterBM 72 B 
OuncaoUMto 725 


BcareXruBtUrntod 8SS 
AtendH & Gen Baric 820 
•Roban Rwring X Co 725 
•Grianesa IMwr 725 
Hrito Bwk AG 2 Mrii 725 
1 terri ro Barit 72 
HaiBrito &Oan ki»Bk* 2 S 
C-HotriiGo 725 
HreetetoO « Shanphri 725 
kwerecBwte(Laq lid 725 
•MnfWBBBrt 725 
4 KrepttJore*l 6 S» 725 
UoydaBM • ' 725 . 

MdandBrek 725 
725 


«Stogar 2 Atereotor 725 
•Srrih&Wbraon 725 
Son Bode 725 

TS8 .725 

UriM Baric at Kuret 725 
UrSyTOto Baric ft 725 
Wtetontojr Laictoto .725 
VMtehltoBBrtc 725 

• Montoenri London 
i nre w i w u BtoiMno 
ftMo d rih o : 



1 MU 

- 11000 . - 13 UH 57 

...ua 

+ 0 X 2 

-on 

m, .j**. 

teBfa - 

oa» 

WW: 

7 X 01 .^ 0 X 080 
■ 5 X 39^033800 

:^<lt^; 4 MLii+ftDi 
■■-M 47 +-. 16 M' >4008 

♦ 0 . 18 - r-.-OdtaJ 

- y- 

01 A 0 

• <086 

'- 98 X 800 

1 ••<»' 

~+fl» 

■^am 

+0 


03417 

0280 

1082200 

5 X 8 

+ 0 X 8 

«ote 

+013 ' - 671 .' 

tore* 

8989 . 

<750 

984100 

.. 521 


+008 

+038 + 02 # 


B 6 PJ 7 

7 J 250 

112 X 700 

£41 

-002 

+003 

4016 - 1 ® 

Dafatek ' 

12 S 8 

8 X 00 

101 XM 0 

<74 

-003 

-on 

40 » ; 4088 ; 


11*7 

7 X 00 

1124900 

- 529 

-001 

- 0 X 3 

4031 -087 

fttod • 

01789 

11 X 00 

10(4455 

£87 

4001 

♦ 0 X 4 

+OJ 0 4017 


own 

7 X 50 

1142580 

5 X 2 

■ ■ - 

+ 0 X 2 

+017 : - 1 X 5 

Area 


4000 

8 M 523 

4.12 

+oee 

_ 

-Ota +048 


10 W 

1750 

110 X 800 

<78 

+003 

+ 0 X 5 

+*ia: :>-ox 6 


low 

5 X 00 

1034000 

5 X 3 

+aot 

+003 

- +014 -OB 


was 

Gnm 

106.7800 

5 X 8 

+0® 

+ 0 X 4 

+otr -ajm - 

Senate 

09190 

4 X 00 

99 X 000 

- 3 X 9 

+ 0 X 4 

+002 

-QOS + 0 * 


1 V 04 

7 X 00 

- 714 X 000 

483 

+ 4 XEI 

+ 0 X 4 

+011 - 038 , 


078 J 7 

BOD 

107 X 200 

5 X 2 

+ 0 ® 

+ 0 X 3 

4OW -057 


0707 

£500 

mum 

5 X 8 

+ 4 UB 

+ 0 X 4 

4018 -088 

arete 

04/99 

1280 

fauoDO 

£13 

+087 

+016 

+ 02 * -072 


0809 

£000 

1182000 

£22 

+ 0 X 3 

+ 0 X 4 

+0.1J- -In- 

tor 

0600 

£000 

1022000 

4 JB 

+ 0 X 3 

+ 0 X 1 

+om -1J8 ' 1 


own 

6250 

1052200 

479 

+002 

+ 0 X 4 

+ 0 iB" : '-«^ 


0 TJ 07 

BJSO 

111 X 500 

621 

+004 

♦ 0 X 6 

+ 0 . 1 S ^ 


uce 

7250 121 X 500 

572 

+ 0 X 4 

+ 0 X 7 

^17 -?*, 

. 

0300 

£400 

118 X 700 

£43 

■ - 

+003 

-014 :^ 0 JB, 


1202 

4 X 00 

117 X 500 

0 X 2 

-CUB 

+ 0 X 1 

- 02 D -IXB 


CMJ 5 

3 X 00 

1114600 

135 

- 6 X 3 

- 0 X 4 

-024 -t* 


097 T 7 

£000 

1124500 

221 

-003 

- 0 X 3 

-028 - 1 ® 

mr ii in 

1 UBB 

7 X 00 

1042000 

4 X 6 

-aas 

-on 

- 0 fl£'- 40 lrt 


0207 

1180 

1052200 

6 X 0 

+0x1 

+ 0 X 3 

+015 + 09 . 

■teltoted 

0200 

£800 

983135 

7 X 4 

-Qttt 

-013 

- 037 - + 02 T' 


. 1108 

8 X 00 

107 X 04 

878 

-Oft 

- . 

-On-'-HCTf 

|»1 

01*9 

8 X 00 

1 ( 0 X 000 

4 XT 

+OD 5 

+ 0 X 5 

+021 ■■■ 40 » 


0107 

6250 

108 X 300 

148 

400 * 

+004 

4«1 •^■ortu 

tofart 

nos 

8 X 00 

1034000 

429 

4007 

+007 

+ 0 X 7 


0207 

»IW 

110.1000 

118 

4001 

+ 0 X 6 

4018 - 123 ' 

Data 

07*9 

7400 

10 BX 943 

429 

-002 

+ 0 X 8 

-OX 2 -+* -+OX 7 


0307 

.7280 

VRLS 238 

5 . 1 S 

+002 

+005 

. 4011 - 128 ; 

faato 

mm 

ua» 

103 X 680 

489 



-OOI ;-OBB 


0807 

£000 

116 X 100 

828 

+ 0 X 1 

+ 0 X 1 


Beteiataad 

0300 

5 X 00 

1054700 

1 X 0 

+OOI 

- 0(71 

- 0 X 1 -tOtt- 


0807 

4 X 00 

1113000 

3 XS 

- 

- 0 X 1 

+004 - 044 + 

■c 

00*9 

0 X 00 

981228 

£ 7 £ 

+ 0 X 2 

.+OIO 

+oi#x 6 rtrtfti 


11*4 

£750 

103 X 875 

£* 

+005 

c + 0.13 

+ 020 — -tk»- 


1207 

7260 

109.1953 

537 

+ 0 X 5 

+ 01 T 

+o»--vart:' 


0 BC 1 

£000 

1282422 

UB 

+004 

+ 0.11 

+022 -.-va : ' 

08 * 

10*9 

5/85 

100 X 000 

182 


+002 

+ 0 X 2 I i«to? 


1104 

7275 

1113790 

£75 

a. 

-001 

+ow 


0807 

£ 12 E 

U& 4 M 8 

£ 7 r 

^ - 

. 

+ore^,atil- 


OR /27 

8273 

104 X 378 

6 X 1 

-am 


* 0 X 9 

BO 

01*0 

4 X 00 

99 X 900 

425 

+ 002 . 

+ 0 X 4 

+ 0 X 4 „ 


0407 

£800 

102 X 600 

5 X 6 

+003 

4003 

+ 014 . +£*■- 




Rojrri BtcoTSooftsnd 725 
G cafatiW M ore Bank 725 


.YtottMatoadri 


I 5 |h prices far fanfcwoiasBr da 
bggps hne bo quin jkoti daouyiie 
ahr oB9 dm toed n dor wy. 

So iWWF prajunOre Rios 
RKDcSri(; , R)i ofSfiafs me reboot 
bdagBf town settd otkoteoud it 
ted knr to ibbdic k ridna bddom( 


tf to anfina « red «djr, 4ej 
t» be nod ba Kdp WFpmt 
As in aUbres mW Ac «add, by 
retag n dx McBbrntip Ofior at the 
aterebtiov. ■ 

U 

WWF 

Vtorid Wide Fund For Nature 

fared* TUWtffr Fod 
WsaredScoctoU. IWtteiSwBrid. 


UK GILTS PRICES 


P*»E 


tot*' 

Mb Mas +*- 


On 


t«t car 

W to 


«rk« red 
w»e w--o» 


^JUretoteltoteree 

i>re»s 5 eitof 1&2 

fireitocire nu 

teasreeiaaetx — mg 
2 -«iateiH»t*_ reu 

Mii 2 l 4 PGiflBa iwg 

TireiiRjpetw KBAri 

TWtolWtt Va 

EtenrtOVpeiSS WS 


dftdf 
** i&M 


936 *30 SaX 
32 O 9 % 20 toJB 
1200 jfcjrtS 
vooflMdreoi 

XD 80 Sato IKS 
i2St ton i*i9 
tax MB M 0 

rxw reanriz 


itensiipeaooo- 

owtoeaoom- 

UreltoCiOOQ-. 

itetoT4act9BS-f 

Tntotoesumj 


ina 

103 H 

nag 

m 

rag 


taFtofetean — iom 

Twitoezwi — : «eS 

Ctof B%*2001tt__4 lOtoa 

CtotgreEteai of mu 

TuaTpcWntt- — ms 
ureitocios- 2 — f kb* 

Onritoeson $ 

T<ao 7 J>ca*E»- IWfl 


-2 IBB JtBJCi 
-2 5258 tow 
-2 3.171 toHJfU 
-2 m eaters 
-2 B2» w 
— tpoa XeMfJf 
J 44 WAtoA 30 
-j 3 «i 2 Jrtz 
-5 S M 0 MB 

->*• 1 X 730 HySBri 

-2 re jf Ttma 
-J a OrilMl 
-<0 %000 BBTJ 0 


2 X 81308 
112 1258 
i 2 .nac 
Z 3 «B 
232136 * 
112 12 SB 
22 BBSS 
swiac 


36.1 - 
2321344 
XT 1209 
8971308 
2924648 ’ 
TI - 

2 UI 2 W 
XI - 
22 - 
zutetn 
in - 
<u . - 
2 X 5 - 


TTIfi 


ItoteitonYH 

cm stew ao^ 

UtoiBXwSOBZ. 

Bcfe BpcSIOZ jgnoizid -3 

Cm* VkK 7 m#~-i U*tt -i 5 

7 bwto*ao 3 #- . 1(175 -£ 

Tim 8 *ac 28 B 3 10 E* -2 

Tm! 33 eB 2 DB» 0 ^ 1 M& -2 

TMilltoWB TIM -•* 

T«b 11 %e 20 DT -4 1 T 2 S -2 


' Mcki ftTWto to re re ri i m 



TnaitoctOM * 1181 iri S 

HntoOIre 1 BB 8 -*_ «i ->B 

CM tore»H 1175 -2 

1 WMVpeaD(» IBS -sB 

Cl»g^c »5 tin -2 

Exiirp-^ 2005 , q. osb -2 

. 0 re«ire 2 wa- 5 — izb* -2 
iremrea*e» — im% -J 

Oar Hdc 20 Q 6 4 l 24 >ato -X 

1 to* 7 <reWQ 8 tt IBS -X 

nre 7 *reaw»— u u* n 7 
Oretoeam^t — hh -A 
iteBiiVpeam^— . irvu s 

ten R»re 2307 tt 1172 -» 

ten 71 «x: 2 B 07 »— Wtt S 
Tire pi** «>*-«_♦ WS -A 

IkWBpcBOOatt 183 * -J 

teno*cz»a iw* -A 

itettnretorrw — iffijf - 2 . 

CMflpelamitt — TZ 7 A . -2 

Ton Ssc mm -42 

TireStepc 2006 - 12 f 8 _ SBH -L 0 
U 5 fl - 12 ' 


tenapezratt into -u 

teatocJOIStt 123 H - 1-1 

ten Me* an -u 

EM 12 pcZD 18 -T 7 Wft -.7 

tentooSBl# T 28 m -42 

Tire 6K 202* ■ (OS -U 


23 HnaitoiB 

5*5 JTMJTM 
Xf 412 toS 0 e 2 S 

unteteM 
<ficori sms 
a uoo sre 
XBOOWflllMl 
man Jru 
BltoUMS 

ux» jg oo - 

4 jm Mesa ' 
las Macs 
Xin &2JG2 
rjsr jnejfia 
11200 JO 00 
E SH 61 B 2 B 

8 ,toi toisoen- 
X 4 H wares 
4 X 9014105 MS 
4273 * 12*12 
sjBo Feu 
TXtounosfW 
an JM res' 


112 - 
411274 
1741248 
154 3841 
K 4 W 7 
1 X 3 . - 

V 8712 B 5 

2 X 54041 
114 - 

2 X 51144 
242300 
384 m 
ai«b 
mm 

294 

214 - 

1*1343 
HA 133 * 
154 * 8)2 
X 1 184 $ 
2 B. 11701 

urn 

U.T 13 S 


in* -.i 

2»revi ^-C 743 J .198 ■ -.1 

Thpoin (TMiBEAri -J 

*Jrete» — r»-a Wt -j 

2PC-0B (BAU 212* -J 

aww-i (7BJ01MBte -.1 

tire'll— — 47*41 XBH -.1 

Zhfcn * 89.3 USQ — 

PreTO— 4 HJI . 1831 ! — . 

Vatcta —.-mu iTv 

2*revtt* — wx> Mi4 ->i 
4 tre%«— 413 X 5 M 8&.-.1 


2 Hj 22 N *22 
XH 0 H 348 WI 
2 XW l «20 KM 

1,150 toatka 
24 oh jnsxnr 
24 SW 20 IMB 
XW MS MS 
3,750 FslEMB 
MB * 26*28 
am wsoeis 
M® JU 7 «I 7 
1400 4 nx«a- 


H 4 HW 
115 1317 
1 * 4129 ! 
■ttruH 
11401 * 
HJZUW 
B» 

list 
a* ns 

1 X 1130 . 
■ 1 UW* 


ri 

*IU 


■* as- 


a 

OttEttt 




n Store to p ntot to ow rin« mireto briKke. W « 
anrin prtar « tena( and h»a torn BdtoMd » toted 


priorjo ante and h*n Mm Mured 

o .100 h r ab ron y 1987 , Oni reton jt^wr 


°to*re* WB 7 : 1584 ted tar Wnch tSOX 


xmiurteto 2 U 2223 
13 X 87 JtfW 7 2 M 4 W 1 
7 jSSB PriOMS leans 

67 * 121*12 34 - 

18400 J» 7 E *7 2 BJ - 
2430 W 7 JJT - - 


OfeerRxMttaftBmt 


*»% 

Bate* Print *4- 


r 


1 X 1 - 
£11287 
1841290 


*pc — ... . 0 % ~tA 

tetetreiteictt- SBB -U 

tows^p c-nte: — . 75 BAA 

TireSpcWHL. 461 , -U 

Crete 2 »tfe 4t>t 

OreMge- -14 

ritoi 


MteOKio 4 re 2 oox_ wB -a 

• BTrenUjpeJOK— MBtri 

Into talre wot— . U&i 

ass Mw aum ItenwriSJretod— _ -59 

1409 . Jtltkl 184 IBS tCCto-Mte -. 47 W — 

US MOEI * . 2 X 31343 Itetoaor litre 2 B 07 . i 3 *ta 

B 135095 SOX 1334 teat ■*. ter T 1 _ 88 - 11 ' 

2 n smufie sojot (nriharesxpexioa. mh xi 

475 taflUl 2 X 31315 «dU«(- 18511 XI. 

to nadipn R 00 MBriW a a 


no Mfltsre aw - 

4 5 KyUftrU 2941*37 

46 -MOel 3 USM 
5 UnWtote U - 

a mjm* u - 

■ WSOGS 3 U 32 K 
2 S Wl Ski 2232*1 
60 - - - 
aA 0 M * T 22 •- 

MaiMteihlW' 


I; 

to* 

s « 

*«k * 
< 1 
K ? 

< 74 

< M 
< u 

C *4 

s 1 » 
f ■ 
^ ij 

»S - L • 

s: 

g: 

? . 

u 

& 7 - 


v 
& * 


're-. 




^r 

iK 



















■c — 


H* RODS 





FINANCIAL TIMES MONDAY MAY 18.1998 ★ 


25 


EURO PRICES 


EQlflllES 



CURRENCIES & MONEY 


FT SYNTHETIC EURO RATES 
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HjROPEAMO VHIVJBIir 

By Sbnon Davfes 

The Federal -Reserve. open 
markets committee meets In 
the US ' tomorrow and 
although it Is expected to 
keep interest rates on hold, 
there could.: be nervousness 
In European fina^ rfnl mar . 

kets in advance, given the 
Fed’s reputation for pre- 
emptive strikes. 

As Asian spotlight 
Spread from Indian nuclear 
detonations and Jakarta 
riots to the Hong Kong and 
Tokyo financial markets, 
concerns spread through, to 
£tirop§. Equities tailed off 

Eonrtop 3d§€weWbc V 

UB ' VV‘\K ’ 


towards the end of the week 
and the core European band 
markets gained from a shift 
into more defensive invest- 
ments. 

Trans-European equities 

fell -on Friday, with the 
FTSE Btrrotop 300 index los- 
ing 2.66 to dose at 1J2ZL34- 
However, it finished 5.43 
higher cm the week. 

The Eorotop 100 index lien 
5-23 to 2,8liL32 on Friday, 
representing a gain of 18.16 
on the week. 

Some European markets 
fared much worse, with the 
UK suffering from interest 
rate concerns, «nd the Rus- 
sian. stock market falling 16 
per cent in. the week. 


Bond markets in mainland 
Europe moved mostly higher 

during the week, as Asia 
encouraged a flight to safety, 
and Bundesbank officials 
made comments suggesting 
the next interest rate 
increase was some way off. 
UK gilts had a bad week, 
and German bands edged 
lower on Friday. 

Thau -was little corporate 
activity to drive the markets 
last week. The announce- 
ment by Philips that it is 
interested in selling its 75 
per cent stake in entertain- 
ment subsidiary PolyGram 
underlined the potential bar 
further re st ruct u ring, but 
there were few deals. 


Indeed denials on Friday 
by Banca di Roma of 
mmours that it is to merge 
with Banca Commercial e 
Italians sent Italian bank 
shares lower. 

Financials was the only 
Eurotop sector to fell last 
week, declining by 1.3 per 
cent, due to concerns about 
fall-out from Asia, and the 
absence of the acquisition 
a ctivi ty that bad previously 
pushed the sector higher. 

The strongest sector was 
resources, with oil E&P com- 
panies up sharply again on 
Friday after bullish research. 
The Eurotop resources sec- 
tor was up per cent on 
the week. 
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FINANCIAL times 


MONDAY MAX*# 


FT GUIDE TO THE WEEK 


Knars big chance 

Helmut Kohl, Germany's cftancaflor. 

today divers a speech which may turn 
out to be the most taportant in Itis long 
campaign for an unprecedented fifth term 
toofSca. Mr KohTs address to the annual 
congres s of Ms Christian Democratic 
Union in Bremen must put new fife arto 
the CDU^ flaggkig election campaign it 
he b to have a chance of overtaking the 
large opinion poB lead of Gerhard 
SctaBder, the candidate of the opposition 
Social Democratic Party, by the general 
electio n on September 27. 

Trade agenda 

The World Trade Organisation holds its 
second ministerial meeting and 
celebrates the 50th anniversary of toe 
HTtematbnaf trwSng system. More than a 
dozen heads of government wfl be h 
Geneva to Join the birthday bash 
inducting S3I C&rton. US president Tony 
Blair. IRC prime midstar. Nelson 
Mandela, president of South Africa, and 
Fidel Castro, Cuba's president Groups 
opposed to the impact of globaRsathon 
on local communities and culture are 
plan ni ng big de m on s tration s , prompting 
tight security measures in the Swiss efty. 

Modified versions 

European Union ministere wffl try to 
agree In Brussels on controversial plans 
to label food made from genetically 
moefitod maize and soya. Environmental 
and consumer groups say the proposals, 
put forward by the European 
Commission, are inadequ ate and several 
countries oppose a suggestion that a 
“may contain" label should be attached 
to goods when it is undear whether 
geneticafly moefified orggiisrns are 


Section s far 30 senators. 148 members 
of the Chamber erf Deputies and more 
than 100 local officials are held in the 
Domi ni can Republic. 


YassJr Arafat Palestinian leader, thud 
Barak, former israefi army chief, and 
Shimon Pates, former Israel prime 
minister, are among 400 pofitidans 
■ Bera tin g the Council of the Sodafist 
Intern ati o na l in Sweden. Main topic of 
discussion wffi global solidarity; 
subschemas include strengthening 
democracy, defending human rights and 
promoting initiatives far peace. 


Boeing, the world's biggest ai rcra ft 
manufacturer, makes its debut at the 
bierrvial ILA air show, held at 
Schoenafeid airport. Serin, until Sunday. 



Togot Austria, .BeiglrattOannwrttT:^ 

Attend. Franc*, ftara*. Germany./^ 
Iceland, Luxembour g, Netowte nda, .. 
Norway, Sweden, Switzerland 
Bangladesh, Jndoriaata 


FRIDAY 22 . ^ 


Peace deal test 

TheNocti»mfttahpeeoadad?#1>«Fjwt. 
to referendum* In Northern Mandwnd;. 
the BepubBe of Ireland Vbw» to th* ~ 
rapubtic wW also vote on amancBng teak 

constitution to drop a tong^sarafing 
territorial data to the whole Mand. 


Expo *98 opens 

The otfleW opening of the atpo. 
world Fair, which runs until September 
30; takaaptaca in Lisbon. v ~ 
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Russian attraction 

Experts on fra impact on health of 
electro ma gnetic fields gather In Moscow 
to ttiscuss the work of eastern European 
scientists. The week-long meeting is part 
of a project by the World Health 
Orga n isation which Is looking, a mong 
other things, at whether the use of 
mobile telephones can be hamiftJl The 
WHO says much of the research in 
eastern Europe has been trava2abfe to 
scientists elsewhere because ft has been 
published only in Russian. 

Grounding in air control 

Airport managers from developing 
countries meet in Casablanca, Morocco, 
to cfiscuss how to cope with hijackings 
and potential disasters. The week-long 
semi n ar, org a n i sed by Airports Council 
international, the Geneva-baaed world 

airports body, includes sessions on 
prevention techniques, security 
equipment, media relations and medical 
co-ordination. 


Mushroom for improvement 

Raising mushrooms in culture using dried 
water hyacinths offers a cheep and 
envtrtximentalty-friendly way for Africa to 
tap into the burgeoning $8bn (£5.3bn) 
global ectibie mushroom market, 
according to a bode pdbBshed today by 
the United Nations Development 
Pr o gramme. The technique, dev eloped 
by an envtanmental business foundation, 
converts water hyacinth, a parasftic 
weed. Into a growth mectium for 


mushrooms. The medium can be fed to 
earttiw or ms which are used subsequently 
for chickerrfeed. 

Non-aBgned line op 

Non-aligned countries meet for a 
three-day annual summit In Cartagena, 
Colombia. Issues up far discussion 
include reo rga ni sa ti o n of the tinted 
Nations, inter na tional co-operation, 
external debt, disarmament, 
de v e lop ment, the environment and 
poverty. Concerns about the faBaring 
ArabHsraefi peace process and Indta's 
recent nudeer tests are expected to 
feature prom in ently In the di sa r ma ment 
debate. The 113 non etignert nations wff 
also look at ways of increasing their 
Influence in the UN and the Security 
Counca by rtf sing the number of 
p e rmanent members and right of veto. 

FT Surveys 

Slovenia; World Trade System at 50. 


standard - UMTS, or Universal Mobtia 
TefecommunicatiORs System - set to 
replace the existing GSM standard after 
about 2002. Other points on the agenda 
include a plan for safe use of the 
internet. Inducing co n tro Bng harmful and 
aiegai content, and mere discussion on 
the dfepute over US plans to reform the 
way the internet b managed. 

Round the table 

Deutsche Bank holds a research 
roundtable in Frankfurt on "The British 
Economy and Britton's role within the 
European Monetwy Union”. 

Dutyfree plea 

Ireland wn seek support Irom European 
Union finance mMstar s atthek monthly - 
meeting in Brussels for a study of the 
taped of a proposed abolition of duty 
free safes. It wants abofltion to be 
reconsidered, although a decision to 
keep duty free safes would have to be 
agreed by afl countries. 


Christie's join forces to produce what Is 
planned to be the grandest ever 
horticuttLral show (To May 22}. 

FT Storey 

Shanghai 

WEDNESDAY 20 


Greek strike call . 

Greaoe's biggest labour confederation 
GSffi cans for a four-hour stoppage at . 
aO state corporations and banks as a 
prelude to a 24-hour nationwide strike on 
May 27 against thasocteSst 
govmiuTtwni b pnvansaixjn ptana. 
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Responsible Business. 



European Union telecommunications 
ministers meet in Brussels to dtecuss 
plans for a co-ordinated transition to the 
“third generation” mobile telephone 


Holidays 

Sweden, Swit ze rl an d {half-days}. . 


THURSDAY 21 
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Reporting Britain. ' 

Holidays 

Benin, Buridna Faso, Cameroon, Central 
African ReptiiRc, CWIe, Ivory Coast. 


Apec issues 

Rnance rrdrtetera of the Asfe-Pwrffic 
Economic Co-operation G4pacJ group 
begin a two day meeting at Ke netwe M s 
near Calgary, Canada. Thay plan to 
dtecuss broad tatties related to 
macroeconomic poOctos. capital flows, 
capital market development and 
infrastructure financing. 


Japan's Imp e ria l couple wfif leave Tbkyo 
for a 12-day trip to Europe during which- 
they wSvtat Portugal the UK and . - - J 
Denmark. In the UK Emperor AkWto aotf 
Empress Mfchflrowffl lay a wreath at tbfi 

tomb of the unknown soldier. Former ^ 
Britteh prisoners of war and I n to maea 
plan a demo n stration. 


Hong Kong poll 

Hoog Kong voters go to the poda Into* . 

first elections since the territory ratumetT 
to Chtoa last Jury. The 60 seats In the 
territory's tegtetature wtt be determined 
by a complex aerie* <rf votes, with only - 
ZOseats determined by dfrect toaetion, 
TT» pro-damodrtcy canv irfiiies thatttia 
playing field has been tilted towards . 
prtvBeQng parties. The smooth handover 
to Chinese aovarelgn&r, however, has / ' 
reduced Ilia tapact of the China teaua. 
instead, voters* concerns me dominated 
by econontidtadtMrallHHQtebly lkMd > ' 
unemplcyttfent ffifiWtj from the sHmjJ 
downturn frfgitWtff entHha regional 
Awncfal crista .eijuweq . . 


Holidays 

Bulgaria. Ukraine. 
Compttodby Roger Book* 
Fax44 171 873 3196 
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ACROSS 

l Warning given by a 25 
across (8) 

e Understood to have won 

popularity (63) 

9 Striker appears satisfied 
about the sum (6) 

10 Best man's bloomer, ondt- 
tfas end of speech (8) 

12 Fastening that becomes 
undone is a problem on 
undatganocstt (4-4) 

13 Keep watch mi this chap (8) 

15 Far this pudding use toe 
back gas-ring (4) 

16 Estimate on rebuilding 
home (1(9 

19 Nose to nose, perhaps, and 
ready (2,4,4) 

20 Voyage any stopper would 
try to avoid ( 4 ) 

23 They may be called fakes 


35 Code about to fain one of 
the audience (8) 

27 Highest scare? 05) 

28 Fearful sort of cavern (6) 

39 Tbs length Of time around 

It varies (8) 

30 A new bride's bits and 

ptee»(8) 




DOWN 

1 Retribution seems in ortier 
C7) 

2 Addressing some cri deism 


3 Staff of office? (6) 

5 Current male desire (4) 

6 Taking a stroll altar mid- 
night is taking a risk (S) 

7 Now and again (5) 

8 In a neat move catch the 
^ CO 

11 Uncommon payment &r an. 
author (1) 

14 Crafty ruse he'd i nt r o duced 
0) 

17 How Trevcr resolved to get 
rid of hb love? (5,4) 

18 Promenade provides ocean 
air (8) 

19 Journeyed round the 
world? CO 

21 Father spills a couple with 
children (7) 

22 In France, Peter accepts 
date for a pied-a-terre (6) 

24 Such a cat may be seen in 
aring(5) 

26 She loved Narcissus, it’s 
recalled (4) 


Winner of Paste Na 9,672: WJ. Bailey, Snape, 












































FINANCIAL TIM ITS SURVEY 


Monday May 18 1998 


THE WORLD TRADE SYSTEM AT 50 

As ministers gather to celebrate five decades 
of global co-operation, Guy de Jonquieres 
y v warns that the forces of liberalisation are 
.;,j£ increasingly running into local obstacles 

Success brings % 

' new challenges .M 


mm 
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When the founding members 
of the newly-created General 
Agreement on Tariffs and 
Trade assembled in Geneva 
in 1943. they were united by 
a utopian vision: to restore 
growth, prosperity and sta- 
bility to a world economy 
ravaged by war and ruinous 
protectionism. 

Even the most far-sighted 
could scarcely have guessed 
how triumphantly, half a 
century later, their ambi- 
tions would be fulfilled. Nor 
could they have imagined 
the array of fresh and test- 
ing challenges that achieve- 
ment would create. 

The 50th anniversary of 
the multilateral trade sys- 
tem - to be marked by a 
three-day ministerial meet- 
ing of the World Trade 
Organisation which opens in 
Geneva today - is more than 
an historic milestone. The 
celebrations coincide with a 
step-change in the liberalisa- 
tion agenda. 

Since the Gatt was formed, 
eight trade negotiating 
rounds have cut tariffs in 
industrialised countries to 
less than 4 per cent on aver- 
age, a tenth of their level at 
the outset. Many import quo- 
tas have been swept away 
and subsidies more strictly 
disciplined. 

The result has been a long, 
sustained upswing in world 
trade volumes. Since 1943, 
merchandise exports have 
increased 16 times - almost 
three times the growth in 
world output Along with a 
suTge in foreign direct 
investment flows, this 
expansion has tied national 
economies ever more closely 


into an Interdependent 
global network. 

Meanwhile, the - Gatt, 
which started life with 50 
members, has metamor- 
phosed into the more muscu- 
lar and broadly-based WTO. 
Its members today number 
132 and more than 30 coun- 
tries want to join. 

The WTO’s swelling ranks 
reflect the ascendancy of 
market-oriented policies 
worldwide. As developing 
countries embrace export-led 
growth as the engine of eco- 
nomic development, they 
have become increasingly 
active participants in the 
multilateral system. 

The collapse of commu- 
nism has ixtfected added 
impetus. The queue of WTO 
applicants is headed by 
China and includes Russia, 
file Ukraine, former Soviet 
republics in central Asta.- 
AJbania and Vietnam. 

The WTO’s reach is also 
extending deeply into areas 
where the Gatt trod only 
cautiously. They include 
intellectual property protec- 
tion, foreign investment poli- 
cies and - most importantly 
- services: last year, the 
WTO reached two landmark 
deals to liberalise basic tele- 
communications and finan- 
cial services. 

The bedrock of the WTO’s 
enhanced stature, however, 
is its strengthened system 
for settling trade disputes. 
This has equipped it with 
quasi-judicial authority to 
enforce - as well as negoti- 
ate - multilateral rules. The 
system is already proving , 
highly effective in smooth- 
ing frictions which, in the 


past, regularly flared into 
mutually damaging trade 
retaliation. 

No club’s* rules are, of 
course, stronger than mem- 
bers' respect for them. Some 

WTO disputes decisions, 
such as last year’s ruling 
against the Europe Union’s 
ban on hormone-treated 
beef, have provoked acute 
political discomfort and 
squeals of outrage. Nonethe- 
less, collective self-interest 
in upholding the rule of law 
has kept governments from 
flouting the system. 

But the WTO will need all 
Its authority and resilience 
to cape with the overriding 
task shaping up for the next 
century: manngtn g thp fur- 
ther advance of global eco- 
nomic integration, which 
past trade liberalisation has 
done so much to promote. 

One of the organisation’s 
biggest chaDanges will be to 
continue moving ahead with 
a purposeful agenda, while 

maintaining c o h esi on among 

a steadily growing number 
of members, at widely differ- 
ent stages of economic devel- 
opment . 

Ways need to be found to 
continue pushing forward 
the frontiers of liberalisa- 
tion, without compromising 
the long-established consen- 
sus principle which locks aP 
WTO members into its deci- 
sions. 

That task will be all the 
more demanding, because 
world trade policy is no lon- 
ger focused simply on dis- 
mantling barriers around 
national- markets. Increas- 
ingly. :|t: aims to set the 
terms, on which global com- 
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petition operates. Effective 
market regulation is more 
and mare becoming a prereq- 
uisite of multilateral liberal- 
isation. 

Last year’s telecommuni- 
cations agreement marked 
an important step in that 
direction. It contains basic 
regulatory principles, which 
require governments to pro- 
vide foreign carriers, on fair 
terms, with access to domes- 
tic networks. The principles 
amount, in effect, to a world 
competition policy for the 
industry in embryo. 

But the forces which are 
thrusting the WTO’s rule- 






making role into greater 
prominence must contend 
with sizeable practical and 
political obstacles. Many 
countries lack proven and 
effective machinery to imple- 
ment global roles - or face 
strong domestic resistance 
to complying with them. 

That is as true erf industri- 
alised as of developing econ- 
omies. Last year’s hormones 
ruling has divided the EU 
over bow to bring its food 
safety policies into line with 
WTO roles. Another recent 
WTO judgment, against US 
curbs on imparts of shrimp 
caught with nets which can 


trap turtles, has outraged 
American environmental 
lobbyists, placing heavy 
pressure on Washington to 
disregard it 

The Issues in such cases 
frequently go beyond a con- 
flict over national laws and 
regulations. As the forces of 
liberalisation and global 
competition drive more 
deeply into domestic econo- 
mies, they are increasingly 
running up against local 
political systems and strong- 
ly-held popular beliefs and 
values. 

The resulting strains 
threaten to accentuate the 


ill-focused yet emotionally 
potent malaise known as 
“globalisation backlash". 
This counter-trend has been 
widely blamed for US Presi- 
dent Bill Clinton's failure 
last year to persuade Con- 
gress to renew the fast track 
authority he needs to con- 
clude trade agreements. 

The debacle was partly 
due to tactical ineptitude by 
the White House. But in ret- 
rospect. Mr Clinton's key 
failing was his inability to 
articulate a persuasive case 
for the benefits of free trade, 
which appealed to a broad 
political constituency. 


Hi st uncally t \S support 

foi trade has relied cru- 
cially on :i narrow hut influ- 
ential coalition m political 
amt economic interests 
International traih negotia 
turns, meanwhile, have long 
been an ulllisi jetsvitv in 
which progress depended 
largely on governments* abil- 
ity u» mi deals which they 
could sell to domestic pro- 
ducers 

All Hint is changing As 
global trade disciplines 
extend across an ever 
broader from they are 
at feeling a steadily more 
diverse range of interest 
groups, which span the polit- 
ical spectrum. 

These have acquired vocal 
and politically influential 
champions in non-govern- 
mem organisations iNGOs) 
- among ihem trades 
unions. environmental 
groups, development lobby- 
ists and human rights activ- 
ist*. 

This trend is most 
advanced in the US but is 
spreading to other countries, 
including developing nations 
•such as India. The best-or- 
ganised NGOs have become 
adept at lobbying parlia- 
ments io demand a bigger 
say in the formulation nf pol- 
icies. at both the national 
and international level. 

The effects arc already 
being felt at the WTO and at 
other international institu- 
tions. They are under grow- 
ing pressure to shed their 
traditional monastic secrecy 
in favour of a inure open 
style, which involves greater 
public consultation. 

But the most important 
long-term consequence of 
this growth in interested 
parties may be that govern- 
ments will have to strive to 
establish the legitimacy of 
policies among a wader and 
more disparate range of 
interest groups. That implies 
re-thinking their approach to 
building constituencies and 
shaping public opinion. 

international trade policy 
has always been determined 
as much by the realities of 
domestic politics as by wran- 
gling in the negotiating 
chamber It is ironic that 
accelerating globalisation 
appears to be making that 
truth more relevant than 
ever before. 
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Hong Kong Trade Development Council 

Hc*Mfo:M1^0fficE'b^t3aaianffan,ti49io*Kn&Vta&u l HNgKa£. let (8?2 25W <333 fa; 1852) 2824 62-W hhdc£ iAj»jik UttSic hqufpnrdLM^IL 

laid— 0ffBaOk ft i i^HwK. S>Budii»^aaG«e,LMjaKSyiE&^.fagbai. Tcfc fOiJU8 1661 Fm.H71:lU8’*Pi> 



{ • — ->* ' 







f 

J 



From Havana to hero: the history of the WTO 
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PERSONAL VIEW • The director-general of the WTO 


A structure on which to build 


Renato Ruggiero 
believes the WTO 
will develop to 
manage the 
global economy 

The visionaries and 
statesmen who created the 
Multilateral Trading System 
in 1948 were determined not 
to repeat the mistakes that 
led first to the great global 
depression and then to the 
moat tragic conflict in 
human history. 

In founding a rules-based 
trading system, in which 
nations did not discriminate 
against their trading part- 
ners, they built a framework 
that has sparked an unprece- 
dented age of prosperity. 

In 1948 there were 23 sig- 
natories to the General 
Agreement on Tariffs and 
Trade, the large majority of 
them industrialised nations. 
Today there are 132 mem- 
bers of the World Trade 


Organisation, the Gatfs suc- 
cessor, and 80 per cent of 
these are developing coun- 
tries or econo mi es in transi- 
tion . More than that, an 32 
countries awaiting accession 
to the WTO are developing 
countries or economies in 
transition. This is a dear ref- 
erendum in favour of flberal- 
JsattOB iwrfdft a rules-based 
system. 

The divisions which 
marked the bipolar world of 
the Cold War have eroded 
and the challenge of manag- 
ing a divided world has 
given way to the challenge 
of managing a global econ- 
omy. The traditional divi- 
sions between North and 
South are also blurring, 
especially in the fields of 
those new technologies 
which accelerate the devel- 
opment process by making it 

pngjgr to ac c e ss mf n n T n aHmi 

and knowledge. 

Since its c re a ti o n three 
years ago, the WTO has pro- 
duced some extraordinary 


achievements. In reaching 
a grooT nont rm the three his- 
toric trade liberalisation 
accords - global telecommu- 
nications, Information tech- 
nology products and finan- 
cial services - it- has 
achieved the equhrale^of a 
major trade round, t&ritech- 
nology and financial round 
for the 21 st century. . - 

Last year, the WTO also 
launched a process .designed 
to bring the poorest coun- 
tries fatn the mainstream of 
the international trading 
system. 

The challenges we face are 
related to these achieve- 
ments and to the need for 
economic policy makes to 
address the concams of civil 
society in an increasingly 
interdependent world. 

' . We cannot Ignore ..the. 
importance of enviroranen- 
tal, . security andggfoblic 
health ' jarom. But tome the 
WTO and the multilateral 
system can, and should, con- 
tribute to efforts aimed at 


resolving problems is these 
fields, we cannot be asked Co 
give all the answers to all 
these problems. . 

If the organisation is to 
remain relevant in a tut 
changing global economy, 
we must also begin to inte- 
grate new issues, such as 
global electronic commerce. 
Investment and competition, 
into the system. But this 
must be done in « way 
which takes into consider- 
ation the difficulties these 
issues present for many, 
developing- countries. 

We must reduce any possi- 
ble tension between a grow- 
ing number of regional 
^ pwnwmte and the continu- 
ing strength of the multilat- 
eral system. 

Governments must con- 
tinue to create new kinds of 
regionalism, which fadhtate 

.trade thE Wig h ha nnnnlBitldn . 

•of tocfmfnal standards end 
removal of customs red tape 
rather than preferential tar- 
iff treatment 


The momentum, that: we 
have established through fife 
achievements of the but ffrr 
years has reaffirmed the pri- 
macy of the multilateral sys- 
tem. But we must not rest 
on our laurels. Government 
have committed themsetvei 
to .tree, trade across the 
Pacific, free trade in .the ‘ 
western hemisphere and ftee 
trade between Europe and 
the Mediterranean. 

What now divides us from 
a global tradfr area inscribed 
in a ratas-bssed system? 

The multilateral trading 
system will be more impor- 
tant than ever to the inter 
national architecture of the 
new century. Our system 
must keep pace with techno- 
logical and economic 
change. By adapting what 
has proven to be a rernhrk- 
ably. successful system to the. 
changing needs of dor 
peoples, the WTO will-, pro- 
vide an invaluable contribu- 
tion to growth, prosperity 
and stability in the world. 
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PERSONAL VIEW • The US Trade Representative 


T aking the message to Main 


in St 


Charlene Barshefeky 
says the public 
must be won over 
to the WTO's 
mission 

It did not happen overnight 
but over the past 50 years 
under the Gatt (General 
Agreement on Tariffs and 
Trade) open markets and 
expanded trade have played 
an import a nt role in defining 
international relations to a 
more peaceful, productive 
and cooperative framework. 

The founders of the Gatt 
believed that open trade, 
based on the rule of law, 
could raise living standards 
in developed and. developing 
countries. They believed it 
could help prevent repetition 
of the disasters of the 1930s, 
-when trade wars and nation- 
alist, protectionist forces 
deepened the Depression and 
eased the rise of the dicta- 
tors and demagogues. And 
they were right 


In economic terms, the 
Gatt promoted a sixteen-fold 
increase in tra de , h e lpin g to 
quadruple world economic 
output end lift hundreds of 
millions of people from pov- 
erty. The Gatt also provided 
a “political" ftumemak that 
helped instill peace and 
democracy by integrating 
Germany, Japan and the 
post-colonial nations into 
world commerce and inter- 
lyrfjfiiy ffl] ipstttnflQMp 

Today, we can both com- 
plete and go beyond their 
work, by meeting four greet 
challenges. 

First, is the Gait's tradi- 
tional task of reducing its 
members’ trade barriers and 
ensuring rules-based trade. 
The WTO “built-in agenda", 
including negotiations on 
agriculture and services, 
offers great opportunities to 
further raise living stark- 
dards and create prosperity. 

Services comprises the 
fastest growing area of 
global trade and provides a' 
growing share of jobs and 


income annually, B$ean : 
while, reducing agricultural 
trade barriers is important 
toward meeting the needs of 
growing populations. 

Second is the end of the 
Cold War. A quarter of 
world’s population - Russia, 
the other former Soviet 
Republics, China, countries 
of Indochina — remain out- 
side the WTO. Their admis- 
sion, on commercially mean- 
ingful terms, is a chance to 
. iv.iHTnit virtually tire 
world to tiie principles Of 
market economies and the 
rule of law and, by integrat- 
ing Russia and China, to 
complete the task begun 
with Japan , and Germany 
after World War H.. 

Third is the Information 
revolution. By the year 2002, 
electronic commerce will 
grow from about $8bn to 
more than $300bn in the US 
alone. And the world of elec- 
tronic transmissions, is, in 
trade terms., pristine. The 
right trade policy is in place, 
beginning wife the decision. 


to preserve the Internet as a 
“duty free - area of trade, 
speeding creation of teleme- 
dicine services; new forms of 
art and a vast array of new 
ways to make life safer, 
healthier and better. Tech- 
nology, coupled with micro 
.credit enterprises, can 
Unlock substantial economic 
opportunities, in developing 
countries and provide a 
foundation for broader, sus- 
tainable growth. . 

Fourth - and, I believe, 
most important - is winning 
the support of “Main Street 
constituencies” - the .work- 
ore and familie s that fear the 
affects of globalisation. 

. As trade grows, trade pol- 
icy naturally comes under 
greater scrutiny from citi- 
zens. They care hot only 
abbto tariffs and quotes but 
transparency and ' account- 
ability -in government regu- 
lation, labour practices and 
environmental, protection. 
The WTO must respond. ' It 
must be more qpexr to citi- 
zens and citizen associations 


and provide a meaningful 
role to include their con- 
cerns as part of its routine 
practices. . . — 

But the WTO cannot do it 
all alone. Policymakers must 
work harder to build consen- 
sus about the benefits of 

trade among the public - not 
just in Washington, Brussels 
mad Geneva but In small 
towns', ' schools and city 
neighbourhoods. If they do 
not, those who make politi- 
cal hay from protectionist 
arguments will. advance and 
the world’s prospects for 
prosperity to the next cen- 
tury wEB recede. - ‘ . r- 

Our agenda is important 
and will substantially shape 
prospects for wider global 
prosperity in fee. next- mil*, 
tamtam. .the rewards of suc- 
cess - s. more prospemo, 
secure and peacefdl worid - 
are worth the work- The past 
half century fa* made fee 
world far more pr osperous, 
secure and peaceful and we 
have the: chance to make the 
next century even better. '• 


PERSONAL VIEW* The European Commissioner. 


More work still to be 



Sir Leon Brittan 
says Europe is 
taking die lead in 
the process of 
liberalisation 

As wurid leaders gather to 
mark foe 50th anniversary of 
foe General Agreement of 
Tariffe and Trade, they have 
much to celebrate. But they 
also have much to da Far 
Gatfs golden jubilee comes 
at an Important stage to its 
development. 

The progress made in 
global trade liberalisation is 
astounding. The Uruguay 
Round, concluded in 1993, 
established the World Trade 
Organisation and, with it, 
the first legally binding dis- 
pute settlement mechanism. 

It also achieved the great- 
est economic benefits of any 
of the eight rounds to date, 
estimated, at $l64bn. 


Y 


Since then the progress 
has continued through, a 
series of major sectoral 
agreements, notably in 
financial services, informa- 
tion technology and telecom- 
munications. These have 
kept up foe momentum for 
Kberahsatfcra in high-growth, 
areas of the econo m y. 

But there Is another birth- 
day to celebrate fids year - - 
the 40th anniversary of the 
decision by EU member 
states to share responsibility 
in trade matters by estab- ■■ 
fishing foe Common Com- 
mercial Policy i. . 

Since, then. ' Europe has .: 
provided much' of the will 
and many of the ideas that 
have' been the en gine of • 
trade fiberaHsatian world- 
wide. 

Europe was already a force 
for liberalisation to the Uru- 
guay Round negotiations, 
but in foe^sectteal- achieve- - 
marts that followed Europe 


has unquestionably taken 
the , lead in pushing for 
greater and fester hberalisa-- 
tlon of world markets than 
any of our pertnars. 

In the face of such a cata- 
logue of achievement, 

Europe’s, present leaders, 
need .to: maintain the 
momentum for liberalisation 
as a key to sustaining our 
growth and -improving onr 
job prospects. . 

.Since 1945 trade has been 
a much -more potent agent 
for growth than domestic 
econom i c e xp an s i on . A sub- 
stantial liberalising agenda 
is. also, the best way- to 
counter ! the protectionist 
temptations besieging Aslan 
leaders to the wake of foefr 
region's financial crisis. This 
is no time for standing stffl. ' 

The so-called iCBennium 
Round provides a wonderful 
opportunity. According- to ’ 
the timetable bald down 
under foe TTrugaay Round, 


multilateral talks on agricul- 
tural products and services 
are already scheduled to 
begin on January 1, 2000 l 
... The question Is what else 
Should be Included in order 
to maximise the cha nc es of 
increased market access. 
Should we broaden the talks 
-so that they are aa compre- 
hensive as to amount to a 
new round? 

Here, Europe is once again 
taking foe lead. Last month . 
EU foreign ministers gave 
their formal backing to foe 
oammission's call for a com- 
prehensive new round of 
trade ^negotiations, covering 
hot only: built-in commit- 
ments .but also industrial 
tariffs and non-tariff barri- 
ers; 

Since then several impor- 
tant countries have Indi- 
cated that they too favour a' 
MBIwimini) Round: 

~ j r to addition to more market 
access and foe Jobs and 


growth, that will bring.-! 
. believe there are two other 
areas that WTO member 
countries should also deal 
with this ninth round!:' 

We need to take de ci s i o ns 
needed to allay the fears 'of 
-those who think that 
increased trade would be. at 
the expense of foe environ- 
ment. Second, we need to 
begin to negotiate some corn-. 
toon rules on competition 
policy, for foe lack of tot 
effective competition policy 
can thwart foe operation of 
foe most liberal trade pobcy- 

Heads of state and govern- 
ment meeting today to 
Genova feceimpartantchat 
tenges which they must not 
shy away from if the next 
half-century of world trade is 
to match the progress, sta- 
bility ; and growth of foe 
last.' and also meet new chal- 
lenges thrown by fee very 
progress that we have 
achieved. _ 
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Director General 1993-95. 

PiByockut s fa awe Irish jusflce'ntinfcder end Hi 
ayipetiBu n ca Hgnl s aon er wrtq cajoled and buflleri 
{owmnls Into closing the Ureguay Round- - 


Benato Ruggiero (Maty) 

Director General since 1 995. 

Former feta trade mWster and Bsaaatwta has 
oversew important WTD agreements on financial 
services, tfitecoms and hfiwmaSw technology. 


Sir Leoa BrffiBn 

EU trade comraissianer. Tretess campaigner tor open trade 
with an eye tor tog intStaUms, including the expansion tithe 
WTO’s compdSkin and investment pottoy, toe launch of a 
"IBBemdnm" round and ttansaflanflc tree trade. 


EYEWITNESS • by Frances Williams 


buUd Sticking to 
1 the rules 


am 


Present at Gatt -s 
birth, Julio 
Lacarte-Muxo has 
shared its journey 
to maturity 

Julio Lacarte-Muro had not 
long arrived at the newly 
created United Nations sec- 
retariat in 1946 when Ms- 
boss dropped a paper on his 
desk and asked htm to tairp 
care of it 

The paper contained the 
US draft charter for an Inter- 
national Trade Organisation, 
which was to be the third 
■pillar of -the postwar ecu-. 
nomrie edifice - alongside 4he 
International Monetary 
Fund and the World Bank; “ 

When that same year the’ 
UN set up a preparatory 
committee to pave the. way 
for an international confer- 
ence on an ITO, Sir Eric 
Wyndham White, a Briton 
who was to be the first head 
of Gatt became its executive 
secretary and Mr Lacarte- 
Muro his deputy. 

Before the conference in 
Havana, Cuba, lie prepara- 
tory committee decided to 
put negotiated tariff cuts 
into effect with some of the 
ITO’s trade rules that would 

tasldewar"^-;'; 

Jute Uatto-MutfBok pstinHego- . 

tJ^^esteU^tteaw^- 
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. fiberaftalna Battrannds anfataiBillK - 

URWtaglriwtortiratotat \ 
drafted aea HU BEWiertt-ofl cnwflta . 
to the Wnrtd Trade-t^antaticaaaf te - 
dfeputo saWawartt jiHcfwteii. ];■ 

• in T993 Ur]jc»W-Mms^ ^-; ' 
uHiccess&fty agatost- 

PBtefeuBwtend^. 
team far Baa dh»- 
tar-sertad-Nnw. just 
.tun^d .80, to.iaa' 
rasmtarofihflWnra 
appBflatetody 


protect the tariff- conces- 
sions. 

The agreement was signed 
in October 13*7 by 23 “con- 
tracting parties", and -Gatt 

came into existence in Janu- 
ary 1948 as a modest first 
step towards an ITO. 

The Havana charter estab- 
lishing the ITO was signed 
by 53 nations, virtually the 
whole of the postwar inters 
national community with 
the exception of the wartime 
losers - Germany, Italy and 
Japan - and the soviet 
Union which was invited to 
participate hut declined. 

But the. US, wMcb then 
accounted for about half 
world trade, failed to ratify 
the treaty: the ITO was still- 
born. . 

Gatt was left as the sole 
standard-bearer for multilat- 
eral trade, but it was not 
even a property constituted 

organisation. 

Mr Lacarte-Muro laments 
the failure to set up the ITO, 
which he says would .have 
been more inclusive of the 
world • trading c ommuni ty 
and could have spoken with 
a stronger voice, for instance 
in dealings with the IMJ- 


With the same economic 
developments and pressures, 
be believes the ITO would 
have become something very 
like the WTO today. What 
the founders of Gatt did not 
envisage, he says, was the 
phenomenal success of their 
efforts. Between 1946 and 
1997 world output rose 5.5 
times but trade in goods 
soared 14-fold. - - 

Mr Lacarte-Muro attri- 
butes-this to half a century 
of world peace and the pace 
of technological change. 
"Technological advance 
leads to globalisation 
whether you like it or not” 
b • But underpinning-, the 
growth -.of - world trade has 
! been the rules-based trading 
system laid, out in Gatt and 
now the WTO. 

. .The WTO, of course, is not 
an exact replica of what the 
ITO might have been. For 
instance, unlike the WTO, 
the original ITO charter 
included : . chapters on 
employment, restrictive 
business practices, economic 
development and commodi- 
ties. 

Economic - development 
and commodities are now. 
under the wing of the WTO’s 
Geneva neighbour, the UN 
Conference on Trade and 
Development (Unctad), set 
up in 1904. However, the US 
is once again pressing for 
the WTO' to concern itself 
with labour standards while 
other WTO members, nota- 
bly the European Union, are 
keen for it to negotiate 
global competition rules. 

Mr Lacarte-Muro identifies 
three other big differences 
between the WTO and. the 
ITO and Gatt 

• Whereas the ITO charter, 
and that erf Gatt, were rela- 
tively- short, “the WTO has 
500 pages of commitments 
and thousands of pages of 
tariff bindings. The rules of 
the g»TnB have been set out 
now and they keep on being 
set out in a way that never 
occurred in the history of 
world economic relations." 

• Developing countries, 
which, account to the bulk 
of the WTO’s 132-strong 
membership, have a far big- 
ger rale-in the world trading 
system and In. formulating 
international trade policy. 

• The dispute settlement 
mechanism of the WTO has. 
“transformed the picture to 
smaller and medium-sized 
countries”. In Gatt there 
were relatively few disputes, 
some cases ended- inconclu- 
sively and only, a limited 
number of important .coun- 
tries made use of it Now 
“countries ■ big and small 
■have recourse to it, and 
countries big and small lose j 
and win". 

Nevertheless Mr Lacarte- 
Mura points out that Gatt 
was right about the. basic 
principles such as most-fa : 
voure-d -nation treatment, 
non-discrimination and a 
c o ntinuin g -trade liberalisa- 
tion proces s; , 

“Everything that .was con- 
tained in Gatt came undo: 
enormous - scrutiny in the •' 
Uruguay Round," he says, • ' 

“The fact that some of. 
these basic provisions have 
not beezLtobdhed is an.indt; 
cation that they- have sim' 
vived the r test- of time. We 
have buttressed them, but we 
haven't changed them." . . 


Why the dark clouds of 
economic uncertainty 
will soon 1 1 
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There have been dark clouds of economic uncertainty 
hovering over Malaysia. We Malaysians expect 
the picture to clear. In due time. With an optimism 
that is borne out of four decades of incredible 
economic growth the world has been witness to. 

With the perseverance to make changes and sacrifices. 
With the wisdom of solid economic fundamentals 
to see us through. With the determination to do 
everything for the economy to bounce back. 

And bounce back we will. How can we 
be so bullish about if? Because weVe 
overcome other adversities before. 

And we'll do it again. 


MALAYSIA 
Bullish on Bouncing Back 
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4 THE WORLD TRADE SYSTEM AT 50 


THE INTELLECTUAL ARGUMENT* by Martin Wolf 


Why liberalisation won 


Open markets 
have, shown 
convincingly their 
ability to create 
wealth 

Between 1950 and 1996. the 
volume of world merchan- 
dise trade grew by 1*500 per 
cent. This Is the happy 
bequest of a small 
Anglo-American band of Ide- 
alists. The liberalisation of 
trade and payments they ini- 
tiated in the days of 

the second world war has 
turned from hope into flour- 
ishing reality. 

The vision of the founding 
fathers was a mixture of the 
old and the new. The theo- 


retical case for liberal trade 
had been advanced by Adam 
Smith and elaborated by his 
successors, for e mo s t among 
them David Ricardo, inven- 
tor of the theory of compara- 
tive advantage. 

If the case for liberalism 
was old, its Institutional 

underp inning s were new. 

Mindful of the catastrophe of 
the interwar years, the mak- 
ers of the postwar world 
wished to put the liberal eco- 
nomic order on a sounder 
footing than ever before. 
With this in mind, they cre- 
ated institutions: the Inter- 
national Monetary Pond, to 
oversee payments; the Gen- 
eral Agreement on Tariffs 
and Trade, to oversee trade; 
and the Organisation for 
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European Economic Cooper- 
ation, to oversee both, in 
Europe. 

These men were vision- 
aries. Half a century ago, the 
case for liberal trade was Ear 
less widely accepted than it 
is today. Congress refused to 
grant president Clinton 
"fast-track" negotiating 
a uthori ty last vear. In the 
1940s, It refused to ratify the 
International Trade Organi- 
sation altogether, leaving a 
supposedly temporary Gatt 
to fill the gap, until the 
World Trade Organisation 
was established at the end of 
the Uruguay Round. 

What changed twItiHr was 
experience. Over the 195046 
period, the volume of world 
output rose 6-fold, while 
merchandise trade expanded 
IB-fold; world output of man- 
ufactures grew 9-fbld. while 
world trade in manufactures 
rose 31-fbld. Trade has con- 
sistently led output 

The integration of the 
world econo m y over the past 
50 years started by reversing 
the disintegration In the 
interwar years. But this had 
been achieved by 1970. It 
then went farther than ever 
before: according to the eco- 
nomic historian, Angus Mad- 
dison. the ratio of world mer- 
chandise exports to gross 
domestic product in the 
early 1990s was 60 per cent 
higher than in 1913. The 
average effective tariff rate 
in high-income countries, at 
2tt per cent, was lower than 
ever before. Last year, world 
exports of merchandise and 
commercial services readied 
$6,500bn - a fifth of global 
output 

Trade liberalisation was 
not the only cause of this 
integration. Also important 
were changes in technology 
and economic organisation; 
the real price of air travel 


fell two-thirds between 1950 
and 1990; and that of a tele- 
phone call between New 
York and London declined 
by almost 85 per cent Multi- 
national companies revolu- 
tionised both the transmis- 
sion of knowledge and the 
o rganisat ion of global pro- 
duction: by 1992, lntra-com- 
pany trade was some 40 per 
cent of US trade. . 

Yet it was impossible far a 
country to take advantage of 
these new opportunities 
without first opening itself 
to trade. Countries that 
excluded themselves were 
left in a stagnant backwater. 

Initially, the push for lib- 
eral trade was confined 
largely to North America 
and Europe. Even there, 
doubts were expressed, not 
least concerning the impact 
of liberalisation an a coun- 
try’s ability to secure full 
employment In the event 
the feared conflict failed to 
emerge. The 1950s and 1960s 
woe glorious years of fast 
growth and low unemploy- 
ment. 

Unfortunately, this suc- 
cess was thought to be of no 
relevance - to developing 
countries. Europe liberalised 
under the aegis of the Gaff, 
the OEEC and the European 
Community. Virtually all 
other countries pursued 
import substitution, infant- 
industry protection and 
self-sufficiency. 

Happily, there wore a few 
exceptions, virtually all in 
east Asia. Japan - followed 
by South Korea and Taiwan 
- pursued a mercantilist 
route to export expansion; 
Hong Kong and Singapore 
were liberal. But all these 
economies were more out- 
ward-looking than other 
developing countries, not to 
mention those under com- 
munist sway. 


The results wav stunning. 
The four Aslan newly indus- 
trialised economies raised 
their average real incomes 
per head from 20 per cart of , 
those of the high-income 
countries in 1965, to 70 per 
cant, by 1095. • 

Subsequently, their .path 
was followed by other cotm- . 
tries; Indonesia, Mal- 
aysia and Thailand from 

late-19606 or eady 1970s and 

than PhTna fr- rm t frq ear ly 

1930s. When the Gatt was 
founded, India was the devel- - 
oping world’s leading 
exporter of manufactures. 
By the 1960s, it exported far 
less than Malaysia or Thai- 
land, let alone South Korea 
or Taiwan. 

While the almost universal 
developing -country infatua- 
tion with protection was 
ruinous, it was also as Close 
as it is possible to come to a 
controlled experiment Clos- 
est of all, however, were the 
divided countries: West and 
East Germany; South and 
North Korea; Taiwan and 
mainland China. In each 
case, economies that started 
With much the «nw hirman 
resources and Incomes per 
>i»»ari diverged dramatically. 
By the 1990s, the ratio of real 
income per head had moved 
to more than 10 to (me in 
South Korea’s favour. 

The rapid trade-led growth 
of successful east Aslan 
economies did more than, 
raise average incomes. 
According to the World 
Bank, the number of people 
living on the equivalent of & 
a day, in rnmmrm gam ut- 
tkmal prices, fall from mace 
than 700m to 350m between 
1975 and 1995 in that region. 
No comparable decline 
occurred in any other part of 
the world. 

By the 1960s, it was evi- 
dent to anyone with eyes 
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that, all th» world's success- 
ful economies , except those 
sitting on oil or dUwwwwte, 
were busily exploiting' the 
growing opportunities to 
trade. What the eye could, 
see, cross-country empirical 
analyses confirmed. 

Integration into world 
trade offers a host of advan- 
tages: abfitty to exploit abun- 
dant factors of production; 
the opportunity to take 
advantage of economies of 
scale; Iowa prices far con- 
sumers; exposure to competi- 
tive pressure; access to infor- 
mation about markets and 
new technology; and integra- 
tion Into international 
systems of production. 
Deprived of these benefits 
and starved of foreign 
exchange, the most protec- 
tionist economies suffered 

Slow gmwfh, 'wrnannmle insta- 
bility, or both. • - ; .-i .■ * 

The intellectual arguments 
for liberalism have always 
encountered arguments 
against it. In the 1960s, stra- 
tegic trade theory was added 
to the protectionist 
This explores ind 
characterised by oh 


and increasing returns. Yet. 
here again, as with Infant 
-industry .protection, political 
reality gT>fl the unavoidable 
ignorance of officials- make 
amsisfantiy successful selec- 
tive intervention almost 



- The growing realisation of 

the benefits of openness to 
trade stimulated a world- 
wide move towards Hberahs- 
ation, which was crowned by 
the collapse of communis t 
regimes in Europe and the 
farmer Soviet Union. In the 
developing world and the 
countries in transition, the 
liberalisation .was largely 
unila teral, though It was 
also pushed along by pro- 
grammes agreed with inter- 
national financial institu- 
tions. But in high-income 
countries,, international 
negotiations continued to 
play a decisive role. 

The worldwide shift 
towards libe ralism culmi- 
nated in tiie Uruguay Round 

- the most comprehensive of 
the eight postwar multilat- 
eral trade negotiations; Far 

first tinw; a negotiation 
Ived ahnmrf every econ- 


omy area of world trade. 
The result was a programme 
of liberalisation that covered 
services, 'as weD as the 
whole of merchandise trade. 
Sat the' first time. 

Intellectual victories are 
never flnai While countries 
that chose protection have 
mostly recognised their 
folly, high-income countries 
have become consumed by 
the fear of globalisation - 
“giobapbobia" , as it is some- 
times now called. People 
won? about the Impact of 
trade on wages, environmen- 
tal regulation or food safety. 
Some object to alleged 
infringement of national sov- 
ereignty by the WTO. Yet 
these new objections to 
today’s liberal trading order 
are either misplaced, exag- 
gerated or easily dealt with 
within a irales-based liberal 
trading system. 

- The rase for liberal trade 
is now' grounded in eco- 
nomic theory and, some- 
thing far mare compelling, 
experience. Only extreme 
stupidity would allow the 
world to forget what it has 
so painfully learned. 
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POLICY • by Guy de Jonquieres 

Uncharted, and 
troubled, waters 


The WTO feces 
pressures to 
tackle a 
long list of 
new issues 

For most of the world trade 
system's 50-year-life, policy- 
makers and negotiators have 
been preoccupied with dis- 
mantling border barriers, 
such as tariffs and quotas. 

But today a lengthening 
queue of far more slippery 
challenges is jostling for a 
place on the agenda. 

Aa global integration 
accelerates, the line between 
trade policy and other areas 
of economic and social pol- 
icy - some long regarded as 
the sovereign preserve of 
national governments - is 
becoming increasingly 
blurred. 

This messy convergence is 
plating pressure on the WTO 
to extend its rule-making to 
often poorly charted new 
areas with demands focused 
on four main ones, known 
among trade policymakers 
as the “new issues". They 
are environment, competi- 
tion policy. Investment and 
workers’ rights. 

In some of these, calls for 
WTO action are based on the 
argument that common 
rules and disciplines are 
needed to keep markets open 
and prevent international 
trade conflicts developing. In 
other cases the aim is more 
to promote social and politi- 
cal, rather than economic, 
objectives. 

However, WTO members 
are far from reaching a con- 
sensus on the merits of tack- 
ling these issues. Indeed, 
efforts to get some of them 
on its agenda have provoked 
bitter disagreements which 
have exposed divisions 
within governments as well 
as between them. 

Nonetheless, the pressures 
on the organisation to grap- 
ple with the raw issues seem 
unlikely to abate. Indeed, 
they may strengthen in the 
future. These are the main 
elements in the debate over 
each of the issues: 


• Environment: Tensions 
between world trade rules 
and environmental regula- 
tions first hit the headlinea 
in 1991. when a Gatt disputes 
panel ruled against a US ban 
on imports of Mexican tuna 
fished with nets which also 
caught dolphins. Although 
the ruling never took effect, 
it caused a furore among US 
“green" lobbyists. 

Similar issues were raised 
by a WTO disputes panel 
decision last month against 
a US law which restricts 
Imports of shrimp caught 
with nets which can also 
catch turtles. 

The US is appealing 
against the decision, insist- 
ing it has the right to main- 
tain high environmental 
standards. The developing 
countries challenging the 
law say it amounts to dis- 
guised trade protection. 

Prompted partly by the 
so-called tuna-dolphin rase, 
Gatt established, in 1995, a 
committee to examine the 
links between trade and 
environment 

One of its key tasks is to 
seek ways to avert conflict 
between world trade rules 
and multilateral environ- 
mental agreements which 
provide for trade sanctions 
as a means of enforcement. 

However, the committee 
has so Ear been unable to 
agree any recommendations 
far action. An Important rea- 
son is resistance among 
developing countries, which 
fear any changes in WTO 
rules made on environmen- 
tal grounds could give indus- 
trialised economies a pretext 
to erect new barrios to their 
exports. 

• Competition policy: 
Largely at the urging of the 
European Union. WTO min- 
isters agreed at their Decem- 
ber, 1996, meeting in Singa- 
pore to set up a working 
group to study trade and 
competition policy and 
report later this year. 

Proponents say WTO 
action Is needed for three 
main reasons. These are to 
prevent access to members’ 
markets being frustrated by 
inadequate enforcement of 
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domestic competition rules, 
to avoid jurisdictional con- 
flict between national anti- 
trust authorities and to 
ensure effective policing of 
competition on global mar- 
kets which individual 
authorities are unable to 
control effectively. 

Two recent developments 
are said to underline the 
case for a bigger WTO role. 

One was last year’s threat 
by EU competition authori- 
ties to impose trade sanc- 
tions on Boeing, if the US 
aerospace manufacturer did 
not satisfy Brussels' objec- 
tions that its merger with 
McDonnell Douglas threat- 
ened to reduce the European 
manufacturer Airbus' com- 
petitive position. 

The other was the Fujt-Ko- 
dak case brought by the US 
in the WTO. The US com- 
plained that Japan had toler- 
ated restrictive practices in 
its photo-film market, which 
disc rimina ted against Kodak 
and other foreign competi- 
tors. 

But a WTO disputes panel 
rejected the complaint, find- 
ing that Japan's alleged mal- 
practices did not violate 
world trade rules. 

Karel Van Miert EU com- 
petition commissioner, has 
suggested that the WTO seek 
to instil observance of basic 
anti-trust principles among 
its members. He has also 
railed for a form of disputes 
procedure to settle jurisdic- 
tional conflicts between com- 
petition authorities. 

However, the US is un en- 
thusiastic about involving 
the WTO in competition pol- 
icy, largely because its gov- 
ernment is split on the issue. 
Trade policymakers, disap- 
pointed by the outcome of 
the Fuji-Kodak case, would 
like stronger rules to force 
countries, such as Japan, to 
open their markets. 

But the US justice depart- 
ment strongly opposes giv- 
ing the WTO powers in this 
area, fearing a more power- 
ful WTO could weaken its 
awn authority. Some in 
Washington also warn that 
any move to enable the WTO 
to override US trust-busters 
would cause an outcry in 
Congress. 

Meanwhile, developing 
countries, most of which 
lack effective anti-trust 
regimes, insist that any 
WTO debate ( m competition 
policy also cover industria- 
lised countries' use of anti- 
dumping policy to restrict 
imports. 

• Investment The 29-mem- 
ber Organisation for Eco- 
nomic Co-operation and 
Development provoked a tat- 
ter north-south split In the 
WTO when it set out in 1995 
to negotiate an agreement to 
liberalise and formulate 


AGENDA • by Guy de Jonquferes . . ' , - ' 

Squaring the circle 

The WTO's. goals 
in the next two - 
years may evbfcre 
in to a new trade 
round . . - ^ 

For more than two years Sir 
Leon Brittan, Europe’s 
apparently indefatigable 
trade commissioner, has ' cir- 
cled the globe calling far a 
new round erf world trade lib- 
eralisation talks. 

He wants a decision to 

launch a ** TnU1t»TiTifTim " 

round taken by the end of 
next year, which also hap- 
pens to mark the end. of his In agriculture, the Uro- ' In services, on which a 
term in office. guay Bound’s main achieve- raw round is scheduled to 

There are signs that his meat was te bring the sector start in 2000, the US and the 
campaign is starting to gain far the first time firmly EU are expected to seek for- 
ground. His proposal was within world -trade roles, ther advances on the liberal- 
recently endorsed by Euro- Countries agreed to convert isation secured in last year’s 
pean Union foreign minis- their nou^ariff Import barrl- WTO agreements to open up 
ters. It has also attracted era into tariff .equivalents to global competition in basic 
some support from Japan be reduced in stages and to telecommunications and 
and Singapore as well as impose some (hsdplmes on financial services, 
from Australia and other . domestic and export subsi- Both agreements were 
members of the Cairns dies. ' achieved through self-con- 

Group of agricultural export- In reality; however, the tatned “single sector" negoti- 
ing countries. exercise did little more titan ations. Although the effec- 

However, the US remains lay the foundations for tiveness of this approach 
decidedly - Unenthusiastic, fa tore liberalisation. It has suxprised some observers! it 
partly because President Bill done little to difimaiitte trade is not clear how much fur- 
Chnton has failed so far to barriers. ther it can he taken. . 

win tiie fast track authority Indeed, the World Bank Many developing coun- 
needed to negotiate new has calculated that, because tries, which were the mafo 
trade agreements. There is countries set -tariff equiva- targets of the two successful 
also antipathy in developing lents so high, levels of pro- Hberahsation drives, may be 
countries, many of which faction in the year 2000 wfll reluctant to open their mar- 
appear to be suffering from in many cases be higher kets further unless industri- 
“HberaHsation fatigue". . than in the mid-1980s. . ahsed economies are ready 
Yet the' argument over the The Cairns Group, whose to lower barriers to their 
merits of a new round may, 15 members account for a principal exports, 
in the end, boll down to little fifth of all farm exports, is Another issue likely to 
more than, semantics. The already-: -sharpening its play a promioent role In the 
WTO is already committed swords for battle. Its main forthcoming services talks is 
to start tackling a meaty targets are the European how-to address the tmpnw 
agenda next year, headed by Union and Japan, where it on trade of the internet an^ 
Grave c o ncern *: new voices mean new praasuras ap planned negotiations on wants to see big reductions electronic commerce. 

agricultural trade and for- in subsidies which discrimi- Until now the WTO's 
tougher rules for the proteo- • Workers' rights: ther liberalisation of ser- nate against imports and dis- efforts to liberalise services 
tion of foreign direct invest- Although a large majority of vices. tort world markets. have focused mainly on 

ment WTO ministers, at their In practice, this “built-in” . Hopes of progress hinge those supplied from a com- 

Developing countries Singapore meeting, rebuffed agenda may evolve naturally largely on tiie massive sys- merclal base within a for- 

attacked the plan as a con- a US-led campaign to get into a full-scale round. That tonic pressures building up eign country. Bat the emer- 

spiracy by rich economies to this issue on the organise- is because countries which on Europe’s much-criticised genca of the Internet as a 

impose disriptmjes cm them tion’s agenda, Washington face pressure to open polxti- Common Agricultural Pol- ' potentially revolutionary 

without consultation. The continues to demand that rally sensitive markets, such icy. ' iw«w! of delivering servicra 

OECD pooh-poohed these trade agreements should pro- as agriculture, win he likely Brussels recognises that between points anywhere in 

criticisms, saying only it mote respect for core labour to insist cm reciprocal con- enlargement of the EU to the wcrld Is expected to turn 
could agree effective invest- standards. cessions in other sectors of include countries from east- the spotlight squarely onto 

ment rules quickly. Washington, with some interest to their exporters. era Europe may cause tinny cross-border services comne- 

However, the OECD talks support from France and Sir It is too early to say what pressures to explode-and the titlon. ^ 

have become bogged down Leon Brittan, EU trade com- other items countries, will CAP to collapse tmleas it is Discussions in the WTO 

in disagreements and its misskmer, says that unless put on the table once tiie drastically reformed. are still at an early staee 

members recently agreed to trade policy responds to bargaining begins - France, " long the CAP’S There Is no consensus yet on 

support WTO efforts to widespread concern about although support appears to staunchest defender, now whether existing multilat- 

tadde the issue. upholding workers' rights be growing fox further accepts that its reform is eral rates adequately enror 

But prospects for rapid the risk of a protectionist efforts to cut industrial tar- inevitable and could even trading on the internet nr 

decisions in the WTO, which backlash in the industrla- iffe - or how trade-offa benefit French exporters. Its whether special additional 

has set up a working party lised worth will grow. between them will develop. - main aim In the WTO disciplines are needed to 

to study trade and invest- Bnt developing countries But many observers appears, to be In extracting keep markets open and 

ment, do not look good. The strongly contest such argu- believe the main issues an the maximum. trade ponces- ensure fair competition, 

task of achieving consensus, merits, cla imin g they are a which talks are scheduled : riarafromotiierrountries in ft is as hard to sav whert- 

which has so far eluded the bade door attempt to legitim- are so complex and politi* ret ur n for changes In the the riwnMi/Yn s ^ 
OECD, fa likely to be even . ise protection. ; cally intractable that it wfll GAP which it knows will as it is to predict the out 

tougher in an organisation - - The. US is also vulnerable be difficult to maim progress have to happen anyway. come ■ of the wider interna* 

with 132 members at widely to. accusations that its posi- if they.are confined to sepa- However, Germany, once a tlonal debate on the crnnpi pJ 
varying stages of economic tion is dictated more by par- rate negotiations, fierce critic erf the CAP, has issue of internet govenumwT 

development. tlsan politics than by moral The built-in agenda is an e merged aathe most lntran- ft will be interesting to : 

Furthermore, any debate principle. The Clinton innovation in world trade, sigent opponent of -reform, how- far the internet's ktow. 

in the WTO is likely to pro- administration's efforts to policy. It was derided during The way the balance ofpoHfr ing role spurs changes hi 

voke strong lobbying by link trade and workers' the Uruguay Bound, partly ical forces rijapes up within other areas of trade policy 

environmentalists and rights app eal to its trades to keep up the momentum of tiie EU,-afrd how it Interacts, and how far the WHya 

trades -mucus, winch organ- union supporters but are vig- liberalisation and partly with enlargement,- "are. likely approach to electronic com- 
bed a highly effective resift- orously. opposed by Bepuhh- because much important . to have an im p or tant influ- mere© Is shap^ py polititai 

fence campaign against the cane. who. control both business remained- unfltn* ence on "farin' trade negate- -pressures to ifair it to 

OECD project houses of Congress. ished at the end of tiie talks, tiems mihe.WTO, - - - <rffa on- other. issura. 
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Ptter Sufeertantf (bBtaod) 

Directe .‘General 1993-95. 

Pogrecnus firmer Irish justice mWdfir and EU 
corepafifion commissioner wto cajoled and btOed 
governments feitodosfng die Uruguay Round.' 


Raurto Romero (Italy) 

Director General stoce1895u 
Fbnner Itafian trade minister aid Birocral who has 
overseen important V7IP ayeetnenfa on friandai 
sendees, telecoms and information technology. 


Sfr Loon Brtllan 

EU trade connatosioner. Tireless campaigner tor open trade 
witt an eye tor big htfiatme, inducing the expareion of the 
WTO’s competition aid investment policy, the bunch of a 
“Mtereitan’ round and transatlantic free trade. 
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EYEWITWISS • by Frances Williams 

Sticking to 
the rules 


Present at Gatfs 
birth, Julio 
Lacarte-Muro has 
shared its journey 
to maturity 

Julio Lacarte-Muro Jiad not 
long arrived at the newly 
created United Nations sec- 
retariat in 1946 when his 
boss dropped a paper on his 
desk and asked hhn to take 
care of it 

The paper contained the 
US draft charter for an Inter- 
national-Trade Organisation, 
which was to .be the third 
'pillar, of the'postwao- eco- 
nomic edifice alongside- the 
International Monetary 
Fund and the World Bank, y 

When that same year the 
UN set np a preparatory 
committee to pave- the way 
for an international confer- 
ence on an ETO, Sir Eric 
Wyndham White, a Briton 
who was to be the first head 
of Gatt, became its executive 
secretary and Mr Lacarte- 
Muro his deputy. 

Before the conference in 
Havana, Cuba, the prepara- 
tory committee decided to 
put negotiated tariff cuts 
into effect with some of the 
ITO's trade rules that would 

bisMevfew : ' 

Jato Lacarte-AtoroWpartto nao^ 
Bains M^estacsOedttoSflqetai .; 
Agreement on Tatfte and Trade In 
. 1947. batoni ng iteputg.'eicecctoa- r - ; . 
secretory at Jte incWtfaa : - ? .? ' 

. During too Bmyt thiqr.as tlw - 
auay^GettWTtessatorin Gmwto ,.% 
B»T96Oeaod1O0bt, hehB^afltte •’•: ’ 
taportBnt rtectiwBat offices. 

: HBhast^p^taMre^ft treWe- 
. JSwalang B* raumfe ato cteiralthe. 
Urogwtoundnego6rtin89'WiP 1 t«t 
dcafleo the final agfaaiwitxn cretfm 
of TO World Irtde DtfrtaaBoo ance«- 


m isn.kk tflCBM-Mapskotf 
waucceMWy agripa " r ' 
ftter SWhertantf a( 
kstandftxGattiftec- 
tor-jgeoereL a Now,jBst 
tuned 80, lie tea 
martwotfte WTO's 
appeWBtwty 


protect the tariff conces- 
sions. 

The agreement was signed 
in October 1947 by 23 “con* 
tr&cting parties”, and Gatt 
came into existence in Janu- 
ary 1948 as a modest first 
step towards an rro. 

The Havana charter estab- 
lishing the ITO was signed 
by 53 nations, virtually the 
whole of the postwar inter- 
national community with 
the exception of the wartime 
losers - Germany. Italy and 
Japan - -and ; the Soviet 
Union which was invited to 
participate but declined. 

But the US, which then 
accounted for about half 
world trade, , felled to ratify 
the treaty: the ITO was still- 
born. - 

Gatt was left as the sole 
standard-bearer for multilat- 
eral trade, but it was not 
even a properly constituted 
organi s a tion. 

Mr Lacarte-Muro laments 
the failure to set up . the ITO, 
which' he says would . have 
been more Inclusive of the 
world trading -community 
and could have spoken with 
a stronger votes, for instance 
in dealings with. the. IMF. 





With the same economic 
developments and pressures, 
he believes the ITO would 
have become something very 
like the WTO today. What 
the founders of Gatt did not 
envisage, he sayB, was the 
phenomenal success of their 
efforts. Between 1948 and 
1997 world output rose 5.5 
times but trade in goods 
soared 14-fold. 

Mr Lacarte-Muro attri- 
butes this to half a century 
of world peace and the pace 
of technological change. 
"Technological ■ advance . 
leads to globalisation 
whether you like ft or not" 

- . . But ^underpinning -the 
growth .of jworld trade, has 
been .the rules-based trading 
system l aid , o ut .In Gatt and 

- now the WTO. 

. . The WTO.- of course, is not . 
an exact replica of what the 
ITO. might have been. For 
instance,’ unlike the WTO, 
•tire original ITO charter 
included chapters on ' 
-employment, restrictive 
business practices, economic 
development and commodi- 
ties. . . - ’■ 

Economic- development 
and commodities axe now 
under the wing.of.lhe WTO’s 
Geneva neighbour, the UN . 
Conference. on Trade and 
Development CUnctad), set 
up in 1964. However, the US 
is once again pressing for 
the WTO to concern itself ? 
with labour standards while 
other WTO members, nota- . 
bly the European Union, are 
keen for it to negotiate 
global competition rules. 

Mr Lacarte-Muro identifies 
three other big differences 
between the WTO and the 
ITO and Gatt 

• Whereas the ITO charter, 
and that of Gatt, were rela- 
tively short, “the WTO has 
500 pages, of commitments 
and thousands of pages of 
tariff bindings. The rules of ? 
the- game have been set out . 
now and they keep on being , 
set.out in a way that never - 
occurred in the history of *.■ 
world economic relations." 

• Developing countries, 
which account for the bulk 
of the WTO’S 132-strong -i 
membership, have a for big- 
ger role in the world trading 
system and in formulating 
international trade policy. - 

• The dispute settlement 
mechanism of the' WTO has 
“transformed the picture for 
smaller, and medium-sized 
countries”. In Gatt there 
were relatively.few disputes, 
some cases aided inconclu- 
sively and only a limited 
number of important coun- 
tries made use of it -Now 
”00111113160 Mg and small 
have recourse to it, and 

countries big and small lose 
and wl ft”. 

Nevertheless Mr Lacarte- 
Muro points out that Gatt ., 
was right about the basic 
principles such as most fa- 
voured-nation . treatment, . 
non-difi crimination and . a ■: 
con tinuing trade liberalisa- . 
turn process: < 

“Everything.- tha t was con- :■ 
tained .in -Gatt came, under' y 
'enormous scrutiny in the 
Uruguay Bound," he says. 

. . “The. fact ..that some of 
these basic -provisions have 
not been touched Is an indi-. r 
cation- 7 that . they have stuv • 
vived the test of time. We 
have buttressed them but we : 
haven’t changed them:” 
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There have been dark clouds of economic uncertainty 
hovering over Malaysia. We Malaysians expect 
the picture to clear. In due time. With an optimism 
that is borne out of four decades of incredible 
economic growth the world has been witness to. 

With the perseverance to make changes and sacrifices. 
With the wisdom of solid economic fundamentals 
to see us through. With the determination to do 
everything for the economy to bounce back. 

And bounce back we will. How can we 
be so bullish about if? Because weVe 
overcome other adversities before. 

And well do it again. 


MALAYSIA 
Bullish on Bouncing Back 
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DEVELOPING- NATIONS • by Frances Williams 



Fostering interdependence 


Sceptlsism has 
given way to a 
belief that 
co-operation 
benefits all 


Pact be southern Africa boasts one of many regional trade agreements 


REGIONALISM • by Guy do Jonquieres 


Blocking moves 


The proliferation 
of regional 
trade agreements 
leaves economists 
deeply divided 


Here is a paradox. The faster 
the pace of globalisation 
becomes, the stronger the 
urge among nations all over 
the world to club together In 
regional economic and trade 
groupings. 

The World Trade Organi- 
sation says it has been noti- 
fied of almost 180 regional 
trade arrangements. AH its 
132 members except Japan, 
Hong Kong and Korea 
belong to at least one. 

And their numbers keep 
growing. A third of the total 
has been registered since 
1990. six so far this year 
alone. 

Few issues divide trade 
economists as deeply as the 
rise of regionalism. Some 
say the phenomenon is 
benign and view regional 
groups as important building 
blocks for global economic 
integration. 

They claim countries in 
regional groupings can dis- 
mantle trade barriers 
between one another faster 
than is passible in tile WTO, 
laying the foundations for 
eventual multilateral liberal- 
isation. All that is then 
needed is to "join up the 
dots” between them. 

But others think regional- 
ism. creates stumbling 
blocks. They say such agree- 
ments are discriminatory 
because members enjoy pref- 
erential access to each oth- 
ers' markets which is denied 
to exporters in third coun- 
tries. 

Such groupings, it is 
alleged, are often unbal- 
anced because their most 
powerful member can 
impose on smaller ones con- 
ditions which benefit it 
most 

Renato Ruggiero, WTO 
director-general, has warned 
that the agreements may 
also impede global integra- 
tion by distracting govern- 
ments’ attention from multi- 
lateral liberalisation. 

Which of these opposing 
arguments is right is hard to 
establish with certainty. One 
reason is that no effective 
mechanisms exist for assess- 
ing the agreements’ impact 

Although the WTO is sup- 
posed to vet them for confor- 
mity with multilateral rules, 


Its members have long con- 
sidered it in their interest to 
keep its criteria vague and 
its procedures weak. 

Definitive judgments are 
also difficult because the 
characteristics, their scope 
and motivations vary widely 
and have changed over time. 

The first burst of regional- 
ism began in the 1950s and 
1960$, triggered by formation 
of the European Community. 
It remains unique, both In 
the extent of the internal 
trade liberalisation achieved 
and in the fact that this was 
accompanied by deep Institu- 
tional integration and pooled 
sovereignty. 

However, the EC’s forma- 
tion bad one feature in com- 
mon with many subsequent 
agreements. Its primary 
inspiration was as much 
political as economic. In 
many cases, governments 
view promotion of trade as a 
means to underpin closer 
overall relations rather than 
as an end in itself. 

The second wave of region- 
alism emerged in the late 
1980s, driven by two develop- 
ments. One was the crumb- 
ling of communism, which 
prompted many east Euro- 
pean countries to seek mar- 
ket-based alternatives to the 
Soviet-dominated Comecon 
system. 

The other spur was fears 
that the Uruguay Round 
world trade talks would col- 
lapse, taking the multilateral 
system with them. The quest 
for fallback arrangements 
gave impetus to groupings 
including the North Ameri- 
can Free Trade Agreement 
and the Asia Pacific Eco- 
nomic Cooperation Forum. 


Mercosur. 

It Is also considering repla- 
cing the Lome Convention 
with a network of such 
agreements with African, 
Caribbean and Pacific coun- 
tries. 

Recently, however, region- 
alism seems to have lost 
some of Us allure. Grand 
plans for a Free Trade Area 
of the Americas have stalled, 
while Apec’s plans to free all 
trade between members by 
2010 have ground almost to a 
standstill. 

Meanwhile a proposal by 
Sir Leon Brittan, Europe’s 
trade commissioner, to nego- 
tiate a ’‘transatlantic 
marketplace" agreement 
with the US was shot down 
by EU ministers last month. 

One reason for the falter- 
ing momentum is Asia's eco- 
nomic crisis, which has 
blunted the appetite of many 
countries in the region far 
further liberalisation. More 
important still has been a 
sea change in US attitudes. 

After enthusiastically 
embracing regionalism in 
the 1980s, Washington has 
been thrust on to the defen- 
sive by a political backlash 
against Nafta. Indeed, 
Naha’s unpopularity in Con- 
gress contributed heavily to 
President BUI Clinton’s fail- 
ure to win renewed “last 
track" trade negotiating 
authority last year. 

Nonetheless, many policy- 
makers think the lull may be 
only temporary. Some 
believe the time has come to 
draft tougher WTO disci- 
plines to stop regionalism 
proliferating endlessly into 
the fixture and threatening 
the cohesion of the multfiat- 


Though for many years the 
Gatt was billed as a “rich 
man's club", developing 
countries made up half its 
original membership. More- 
over, a “one-country one- 
vote” system gave s m a ll , 
poor nations the same voting 
weight as the US, which 
than dominated world trade, 
in sharp contrast to practice 
at the IMF and World Bank. 

Of course, in reality, the 
powerful trading clout of the 
US and other industrialised 

natinn-i was the main driv- 
ing force behind the Gatt 
and the rule of consensus - 
which the WTO has inher- 
ited - meant no decision 
could be taken without the 
consent of the main traders. 

Poorer nations neverthe- 
less Increasingly came to 
recognise that a predictable 
rules- based trading system 
that outlawed trade discrimi- 
nation worked to their 
advantage. 

The WTO currently has 
132 members, three-quarters 
of them developing coun- 
tries, and their voices - 
backed by increased trading 
muscle - are being raised 
ever more strongly in the 
WTO's derision-making bod- 
ies. 

Julio Lacarto-Muzo. a vet- 
eran Uruguayan trade diplo- 
mat now on the WTO's 
appellate body, says the 
1986-93 Uruguay Round of 
global trade talks marked a 
watershed. “There was a 
change of mentality on both 



Wealth of nations: developing countries, such as Vietnam, have recognised the benaflte of « raiea-buwJ trading aysttm . smammw 


sides - developed and devel- 
oping countries," he says. 

Developed countries real- 
ised that emerging econo- 
mies were becoming impor- 
tant markets tor their 
exports and wanted to 
secure predictable access. 
Developing countries, many 
of which were introducing 
economic and trade Hberalls- 


ally, saw the opportunity to 
cement that liberalisation in 
the Gatt/WTO and receive 
trade benefits in return. 

Though developing 
nations have sometimes 
been given longer transition 
times to comply with WTO 
rules, they will eventually be 
bound by the same trade 
rules as richer ones. The 


less than the 40 per cent 
average. This reflects the 
continued existence of tariff 
“peaks* on goods such- as 
textiles, clothing and fish 
and fish products but it does 
not Indude the.gSfns ftxan a 
phase-out of textile quotas. 


Idea is daunting, prompting 
tin WTO and the Swiss gov- 
ernment,' which hosts the 
WTO, to toy to give some 
modest practical help. The 
cash-strapped WTO- runs a 
variety of technical assis- 
tance programmes, mostly 


In return, developing by way of training and the 
countries were obliged to provision -of Information 


ation programmes nnOaterv notion of “special and prafer- 
- ential treatment”, which 


rales as richer ones. The accept new rales oainteUec- technology, though it is also 
notion of ‘"special and prefer- -tual propraty, . services and taking part In formulating 
ential treatment”, which farestmeot as welt as a vast trade action plans In cooper- 
critics argued fostered, .the' -array of extra dtedpfinasin ation with the W system 
exclusion - of developing stfce goods sector. . - and the Wcrld Bank, 

countries from trade. ■aflecl- -^Though ideological opposl- ' ■. The Swiss are funding 
sion-making, now . plays a -titan to compflanca in these - office accommodation far the 
diminished rale. -, areas is waning, it has least developed countrtae.tes 


D o vefaping cotaiiiies and Asian aewrfykakistriafaedacoBoows 
(NIB): relative economic performance 1 

taper cent rfonmt Industrie canty per ce*ta GOP. pnandOBpwtapnlOtainn 


iTimintahpH rule. 

Systemic benefits .? to 
poorer nations from the Uru- 
guay. Round included 
strengthened fair trade rides 


resulted in an onerous bur- classified by the UN) and 
den of obligations .in teams have just r set up an office 


of new legislation.' trade pol- 
icy notifications -and pres- 
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countries have taken up the 
running, banding together 
into groupings such as Latin 
America’s Mercosur and the 
Southern Africa Customs 
Union. 

For many the appeal of 
regionalism is as a safety net 
against globalisation. By 
offering their producers an 
expanded - and partly pro- 
tected - domestic market, 
regional trade agreements 
are thought to provide a 
platform from which to con- 
front international competi- 
tion. 

The EU, meanwhile, has 


The EU, with cautious 
backing from Japan, Hong 
Kong, Korea and a few 
larger developing countries, 
is seeking to have the WTO 
rules beefed up as part of the 
next multilateral trade 
round. But it is still not clear 
whether their efforts will 
gain wider support. 

The fact that almost all 
the WTO's members are par- 
ticipating in the regionalism 
race may lead them to find a 
collective interest in subject- 
ing themselves to tougher 
disciplines. 

But, without more condu- 
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. -markets, and to phase, out 
qpota restrictions on textiles 
' ! - though the bulk of the Btbr 
eralls&tion is being left to 
the end of the lOyear. transi- 
tion. 

WTO assessments, carried 
out after the Uruguay Roimd 
was completed, estimated 
that rich countries cut tariffs 
on industrial products of 
. interest to developing: coun- 
tries by 37 per cent, slightly 


ing accords in the past two 
years on financial services, 
telecommunications and 
information technology 
products. But even they are 
baulking at the thought of 
adding competition and 
investment policy, not to 
; mention electronic com- 
merce, to the list of upcom- 
ing trade negotiations. 

• For the verypoorest, the 


more resources and man- 
power to trade policy. 

Renato Ruggiero. WTO 
director-general, agrees that 
poorer nations cannot am- 
ply say they want to get off 
the trade liberalisation bus. 
"Technological advance and 
globalisation will proceed 
anyway", he says. “The poo- 
cess can’t be stopped but we 
need to pay more attention 
to implementation.” 


DISPUTES • by Frances Williams 


Success 


no 
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oping economies, notably in 
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Well-publicised arguments 
over recent dispute rulings 
by the World Trade Organi- 
sation - for instance, against 
the European Union's ban 
on beef hormones or the US 
ban on shrimp caught in 
ways that kill turtles - have 
tended to overshadow the 
undoubted success of its dis- 
pute settlement machinery 
in resolving trade spats 
between members. 

More than 120 cases have 
been brought to the WTO 
since Its creation In January 
1995, three times' as many as 
were brought to the General 
Agreement on Tariffs and 
Trade in its 47 years of exis- 
tence. 

And while the major trad- 
ers remain, the biggest users 
of the system - the US alone 
has brought more than 40 
complaints - developing 
countries, too. have brought 
and won cases, against each 
other and against the trade 
superpowers- 

Thfs vote of confidence 
reflects very significant dif- 
ferences between the WTO's 
disputes mechanism and 
that evolved under the Gatt. 

The WTO machln&ry oper- 
ates to a fixed timetable - 
with no more than 15 j 
months supposed to elapse i 
between filing a dispute and I 


appeals body - another WTO 
innovation — is binding. 

Moreover, the WTO panels 
and appeals body have ruled 
on disputes by reference to 
WTO rules and general inter- 
national law, rather than 
toying to broker a mutually 
satisfactory solution. 
Though this judicial 
approach has not pleased all 
WTO members, it is begin- 
ning to establish a body of 
trade jurisprudence to- inter- 
pret and guide international 
trade roles. 

As a consequence, coun- 
tries have strong incentives 
to settle bilaterally, In 
advance of formal rulings. 
Most cases are. In feet, 
resolved (luring the statu- 
i tory lengthy consultation 
period before a panel invest!- 
i gallon can be demanded. 

Moreover, where disputes 
L have gone all the way 
through the system to adop- 
tion of panel and appellate 
body reports, countries have, 
without exception, pledged 
to comply with the rulings - 
even though in some 
Instances (such as the Euro- 
pean Union ban on hormone- 
treated beef) there are argu- 
ments as to what compliance 
means in practice. 

Failure to comply obliges 
the offending nation to pay .' 
compensation and, eventu- 
ally, face trade penalties - 
though, to data, this proce- 
dure lias not been invoked. 

Success invariably brings 
problems of its own. The i 
avalanche of cases has put i 
the slim WTO secretariat i 


adoption of an appeals body under considerable strain. 


report. 

It is also semi-automatic: 
unlike in Gatt. countries 
cannot block more than once 


decisions to send disputes to sons. 


Delays in translation, for 
Instance, have led to lengthy 
delays; in adopting reports 
and so in implementing deel- 
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panels and cannot veto adop- 
tion of the findings. They 
can appeal against panel rul- 
ings but tile judgment of the 


This, in turn, has exacer- 
bated another problem - the 
lack of . transparency in the 
dispute settlement process. 



) Under WTO procedures, 
panel reports remain ccsofl- 
s dential until circulated to all 
I members in the.three .wesk- 
} - fag languages, of English. 
■- French .and Spanish. But, in 
i practice, they are widely 
f leaked by the parties to the 
. dispute which receive them 
I first *. : 

1 As a result governments 
and interest groups can put 
f their own spin on the 

- reports before the WTO itself 
1 can comment or make the 

; report available to- the pujb- 
lie. Increasingly, the leaks 
5 are happening when the 
i panel sends its draft report 
. to the parties for comment, a 
. procedure intended ' to 

- encourage a bilateral settle- 
i merit. 

r- Renato Ruggiero, WTO 
director-general, complained 
$ bast month that the leaks 
f threatened the credibility 

- and image of the WTO by 
3 allowing the organisation to 
, be painted “as . the enemy of 
1 developing countries, con- 

- sinners and the environment 
> and as a promoter of protep- 
■ tionism”.. 

To some extent the criti- 
dsras reflect little mare then 
the usual gripes of the losing 
side. However, a few emotive 
cases have raised -more fan- 
' damental problems. 

One difficult area relates 
to trade and the environ-, 
meat. WTO rales permit 
some deviations from nor- 
mal trade rules where neces- i 
eery, to protect the environ- I 
ment -but these, have been i 
narrowly cast and inter- j 
preted. 

la a recent case that has l 
outraged environmental i 
groups, a WTO panel ruled \ 
against a US ban on imports c 
of shrimp caught without g 
the use uf turtle-excluder y 
devices. . In essence, the- e 
panel argued that, while pro- r 
touting endangered sea tur- E 



ShaS shocked; the WTO Owew out US lows protecting turttes ap 


• ties was a desirable objec- 
k tire, the US did not have the 
> right to require other coun- 
tries to comply with its spe- 
■ . cific protection methods. - 
Other Environmental cases 
could follow, farther increas- 
ing pressure on the WTO to 
change its rules In a way 
that can help promote com- 
mon environmental goals 
without encouraging protec- 
tionist abuse. Sir Leon Brit- 
ten. EU trade commissioner, 
has already proposed that 
this might be a subject fora 
new round of trade talks in 

2000. I 

-Other cases have high- i 
lighted gaps or ambiguities j 
in WTO rules. Thus, when a i 
WTO panel fuled.aesdnst US i 
charges that the Japanese 1 
government, had conspired c 
with Fujifilm to. keep East- \ 
man Kodak, out of the Japa- ■ t 
nese photofilm market, £ 
Kodak and others com- i 


i* plained that the WTO was 
i condoning protectionist 
r practices. 

- In . fact, the panel took a 
broad view of its remit bat 
> WTO rales on trade simply 
. do not cover anti-competi- 
tive practices by private 
business. Ironically, the US 
has been a strong opponent 
of negotiating International 
competition rules in the 
WTO. fearing a dilution of 
its own anti-trust powers. 

At the same, time, Mr 
Ruggiero can bless his good 
fortune that perhaps the big- 
gest threat to the WTO’s 
authority was removed last 
month when the EU dropped 
its complaint against US 
anti-Cuba legislation. The 
WTO has thereby avoided a 
damaging head-on clash 
with, a touchy US Congress 
that could have undermined 
all its achievements up to 
now. 
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As if a new Porsche isn’t exciting enough, 
you also get 12 litres of Mobil 1. 
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Porsche works hard to build the world’s finest 


V^y sports cars, and they; want people to keep them 
that way. So, every hew Porsche now comes filled with 
Mobil 1? Porsche believes that no other oil performs better. 
They use Mobil 1 for developing new engines, too, and 
in all of their racing cars. They also work with Mobil 
people. We and Porsche, you see, are close partners. 
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M©bil The energy 
to make a difference- 


We work in each other’s research centres, we’re 
together at the track, and Mobil’s name now appears 
in a place of honour — on a plaque in Porsche engine 
compartments. It recommends that you keep using 
Mobil 1 for as long as your Porsche exists. Which, if 
you do as our partner suggests, should be a very long 
time. To learn more, our Web site is www.mobil.com. 
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US • by Nancy Dunne 

Policy on 

uncertain 

route 


THE AMERICAS • by Stephen Fidler 


The once-solid 
support for 
liberalised 
trade has been 
shattered 

The outlook for US trade 
policy is now mate uncertain 
than at any time in the 50 
yeans since the launching of 
the General Agreement on 
Tariffs and Trade. 

US economic performance 
is at its strongest since the 
1980s. and much of the 
growth is doe to trade. But 
the once-solid domestic con- 
stituency which supported 
liberalised trade has been 
shattered. 

While the economy looks 
bright at a distance, the ben- 
efits of the prosperity are 
spread unevenly. For exam- 
ple. real wages, which 
plunged early in the decade, 
have just climbed back to 
1989 levels. 

Washington seems to be at 
a loss about how to proceed 
on trade policy, hi the past 
15 months it has led the way 
in three important deals - 
on telecommunications, 
financial services and infor- 
mation technology - but it 
has virtually exhausted its 
so-called “residual" author- 
ity from Congress to negoti- 
ate further. 

An attempt to get renewed 
“fast track" trade authority 
last year was defeated in the 
Honse of Representatives; 
senior administration offi- 
cials have admitted that the 
effort is not likely to succeed 
unto alter the next presiden- 
tial election, if then. 

Even as ministers around 
the world were making plans 
to go to Geneva for the Gatt 
birthday bash, US trade offi- 
cials were preparing to put 
on the table “a very broad 
directive" which had more 
questions than answers. 

The directive avoids the 
debate over whether to 
launch a new round of world 
trade liberalisation talks or a 
series of smaller negotia- 
tions. 

Instead, it seems aimed 
mainly at preventing domes- 
tic support for the multilat- 
eral system from crumbling 
further, by placating US 
lobby groups which are 
demanding a greater say in 
the World Trade Organisa- 
tion’s affairs. The directive 
asks how "civil society" can 
be brought into the trading 
system: whether the dispute 
settlement can be made 


mor e transparent and why 
WTO meetings should be 
closed. 

It is also proposing to alter 
Gatt tradition by suggesting 
that companies and outside 
groups be allowed to submit 
their own legal briefs in dis- 
pute settlement procedures. 

The US is also asking how 
the WTO can develop “rules 
of the road” for regulatory 
reform and antitrust enforce- 
ment and how the WTO and 
the trading system should 
react to the information age. 

Early in his administra- 
tion, President Clinton had 
few doubts about the way 
forward. He seized the initia- 
tive and persuaded Congress 
to approve the North Ameri- 
can Free Trade Agreement 
and the new WTO. 

Although the president 
received more support from 
the Republicans than from 
the Democrats in the fast 
track fight last year, the 
forces of protection and iso- 
lation have made inroads in 
the party this year. 

That became clear as 
Republicans this year 
retreated from supporting an 
$l&bn cash boost for the 
International Monetary 
Fond’s finances, even after 
Treasury officials had 
assured Congress that condi- 
tions laid down by the IMF 
would force open markets. 

Democrats supported the 
administration on the IMF, 
but when it came to trade, 
they insisted that the US 
engage in further liberalisa- 
tion only if other countries 
agreed to bring environmen- 
tal standards, labour and 
human rights Into the trade 
negotiating arena. 

“We need to use the lever 
age of our commercial and 
moral leadership to create a 
new architecture of trade," 
said Richard Gephardt. 
House Democratic leader, 
recently. 

“A blueprint that will cre- 
ate healthy and growing 
countries while also ensur- 
ing that the benefits of this 
growth are felt by the work- 
ing people whose efforts 
bring about the growth. A 
new architecture that will 
promote both sides of the 
coin of ‘democratic capital- 
ism."” 

In the Republican party, 
there is still a group of inter- 
nationalists which supports 
the trade liberalisation goals 
of the Chamber of Com- 
merce, the National Associa- 
tion of Manufacturers and 
the multinationals. 



Tide turns on unity 


Presktentiai veto: no more trade pacts tor Mr Cfinton 


They are adamantly 
opposed to linking labour 
and environment to the trad- 
ing system in any way 
which would hinder busi- 
ness. The stalemate between 
these Republicans and Dem- 
ocrats has held up fast track 
since 1995. 

Mr Clinton also faces the 
rise of the conservative pop- 
ulists who would like to 
withdraw from the WTO 
today on the grounds that it 
has required the US to hand 
over its sovereignty to "face- 
less bureaucrats." 

There was a time when 
little attention would have 
been paid to Pat Buchanan, 
twice a Republican presiden- 
tial candidate, and his new 
book: The Great Betrayal: 
How American Sovereignty 
and Social Justice Are Being 
Sacrificed to the Gods of the 
Global Economy. Support for 
his position is evident in 
Congressional attitudes 
towards fast track and the 
IMF, although it has not yet 
manifested Itself in protec- 
tionist proposals. 

Mr Buchanan says it was 
failure to deliver on the 
Administration's promise 
that trade pacts would pro- 
duce thousands of new jobs 
that turned the American 
people into sceptics. “Nei- 
ther Nafta nor Gatt would 
pass today,” he says. “Fast 
track was defeated for many 
reasons. But ultimately it 
was rejected by Congress 
because Mr Clinton and the 
free traders had lost the 
country. 

“Mr Clinton vowed to 
come back early in 1998 to 
renew the battle for fast 
track, but in the Republican 
caucuses in the Senate and 
House there seemed to be no 
stomach for the battle, and 
no confidence it could be 
won.” 

Charlene Barshefsky, US 
trade representative, says a 
new majority in favour of 
trade liberalisation can be 
created only if Americans 


are convinced they have 
something to gain besides 
higher trade deficits. 

"How do we get market 
access?" she says, pointing 
to various trouble spots in 
the world trading picture. 
"India was a founding mem- 
ber of the Gatt in 1947. and 
Its market hasn’t been open 
since. How Is that? 

“Africa. Trade barriers 
have increased over the past 
30 years not decreased, but 
most African nations are 
members or the Gatt system 
and the WTO. In Japan there 
is always the question of 
effective market access, not 
on paper, but in practice. 
Korea was also an early 
member. The IMF has found 
complete hostility there to 
inward competition. 

“I don’t have a policy pre- 
scription here but it makes 
you wonder how these prac- 
tices have abided in the sys- 
tem for this long. This fun- 
damental question has to be 
looked at” 

Thirty-one countries now 
have membership applica- 
tions pending before the 
WTO. They will discover 
that the US will no longer 
approve membership for 
political reasons but only on 
sound commercial grounds, 
Ms Barshefsky says. 

“We are more careful of 
our rights and more careful 
to ensure that this global 
trading system which has 
worked so well for the US 
continues work well" 

The US is expected to run 
a $200bn trade deficit this 
year, and some analysts 
believe it could climb as 
high as S300bn in 1999. “This 
seems to be our lot in life.” 
saj*s Ms Barshefsky. 

“But we have to be sure 
that we have substantial 
export opportunities around 
the globe. That's the basis 
on which the constituency 
for open trade can be main- 
tained here. If those opportu- 
nities arc not apparent, 
there won’t be any support" 


EU • by Lionel Barber 


Sir Leon holds the line 


Admission of 
countries from 
the east may 
change the 
balance of power 

A decade ago the European 
Union was known, as For- 
tress Europe. The slogan 
summed up fears that the 
EU would turn protectionist 
as a result of the soon-to-be- 
launched single market. 

-Today, the EU likes to pro- 
mote itself as a crusader for 
the multilateral trade sys- 
tem,-, an equal of the US and 
an economic superpower in 
of partners in Asia 
and Latin America. 

The turnround is partly 
due to deft image-making 
orchestrated by Sir Leon 
Britton, the EU's trade com- 
missioner. But it also 
reflects a genuine shift 
toward a more liberal Euro- 
pean trade policy. 

First, a caveat. Europe was 
never quite as illiberal as its 
critics claimed but it lost the 
public relations war in the 
1960s. 

The Reagan administra- 
tion - notably Carla Hills. 

the steely US trade represen- 
tative - pursued free trade 
with a missionary zeal. As a 
result, the EU, burdened 
with an unreformed Com* 
raon Agricultural Policy, 
was thrust firmly on the 
defensive. 

The turning point came 
with the conclusion of the 
Uruguay Round In Decem* 
her. 1903. Europe took the 

load in the negotiations with 
the US, drove them forward 
with Canada and Japan and. 
in the final stages, corralled 
the rust of the world Into a 
common accord. 

The political and psycho- 
logical impact was enor- 
mous, says Sir Leon, who 
helped to broker the final 
deal in Geneva. 


“Europe was seen to be a 
co-partner, with the US, of 
the largest liberalisation of 
world trade that there has 
ever been. Europe was also 
the co-creator of an effective 
disputes settlement mecha- 
nism.” 

In the post-Uruguay 
Round years the EU’s posi- 
tion on the international 
stage has improved at the 
expense of the US. 

The Americans have suf- 
fered from tensions between 
a unilateralist-minded 
Republican majority in Con- 
gress, a Democratic presi- 
dent whose heart Is In 
favour of free trade and a 
protectionist-leaning labour 

movement whose votes the 
Democratic party cannot 
afford to ignore. 

Sir Leon artfully exploited 
these t ensions in 1993-94 dur- 
ing the US dispute with 
Japan over market access for 
American car parts. US 
efforts to attain numerical 
and quantifiable targets 
drew European complaints 

about “managed trade" and 
-bilateral bullying”. 

Europe was able to present 
itself as a friend in need to 

the beleaguered Japanese. 

During the 1995 multilat- 
eral negotiations an finan- 
cial services liberalisation, 
the Europeans once again 
moved Into a vacuum cre- 
ated by a hesitant US. 

Sir Leon persuaded the 
major powers to keep their 
offers- on the table. He then 
teamed up with the Japanese 
- through the much-missed 
Tomohiko Kobyashi. Japa- 
nese ambassador to the EU - 
to forge a European-Asian 
consensus in favour of an 
interim deal 

In other big multilateral 
trade deals, such as the lib- 
eralisation of telecoms (1994) 
and the lifting of barriers to 
trade in information technol- 
ogy products (1996), the EU 
has played a leading role. 


More recently, Europe 
called for a new millennium 
round to follow up Uruguay, 
while Sir Leon is simulta- 
neously pushing for freer 
trade with the US. Earlier 
this year, he proposed wide- 
ranging negotiations to cre- 
ate a New Transatlantic 
Marketplace. 

However, the idea has 
been abandoned - at least in 
Its original form - in the face 
of intense opposition from 
France. With the support of 
the British EU presidency, 
efforts have been made to 
salvage at least some of its 
elements and re-package 
them in time to be blessed 
by US President Bill Clinton 
and EU leaders when they 
meet in London today. 

This initiative, named the 
Transatlantic Economic 
Partnership, is expected to 
Include - a drive to reduce 
industrial tariffs to zero 
across the board, accelerate 
mutual recognition agree- 
ments on standards, testing 
and certification of products 
and to deal with vexed 
issues such as public pro- 
curement But gone are the 
NTM*s proposals for a free 
trade area in services and a 
special trade disputes mech- 
anism. 

Some, notably the French, 
argue that the regional trade 
bloc approach risks under* 
mining the multilateral 
trade system and is little 
more than a publicity stunt 
to light up Sir Leon’s twi- 
light months in Brussels. He 
is expected to. leave in Janu- 
ary 2000 after 12 years as 
commissioner. 

Sir Leon’s retort- is that 
the EU can hardly be 
accused of pursuing a 
regional approach when it is 
a regional player and while 
other blocs, such as Nafta 
and Mercosur in Latin Amer- 
ica, are forging ahead. 

. Sir Leon is. nonetheless, 
stung by the . aggressive 


French opposition to the 
NTM. He insists that he is 
sensitive to environmental 
issues, the needs of develop- 
ing countries and protecting 
Europe’s cultural heritage. 

“We are not thoughtless, 
mindless Cana tics but you 
cannot defend European civ- 
ilisation if you lose out on 
competition, if you cannot 
afford to do anything or 
spend anything to keep (cul- 
tural) projects going.” 

The French position on 
trade has always had a cru- 
cial influence on the EU 
stance but in recent years 
France has lost ground in 
the decision-making Council 
of Ministers, partly because 
of the accession of the free- 
trade- minded Nordic coun- 
tries Finland and Sweden. 

This explains why the 
French government has 
sought to strengthen provi- 
sions on anti-dumping rules, 
notably in high-profile cases 
such as imports of cheap cot- 
ton. 

So far the free traders 
have just about beld the line 
but the balance may cha n ge 
with the accession oT the for- 
mer command economies of 
central and eastern Europe. 

Although countries such 
as Estonia and Hungary 
have proven track records as 
open economies friendly to 
foreign investment, others, 
such as Poland, have been 
more hesitant about privati- 
sation and more protective 
of domestic industries. 

The first candidate coun- 
tries are unlikely to become 
members of the EU until 
2002-03 at the earliest But. 
as the eastern European 
economies become inte- 
grated with western Europe 
competition is sure to 
increase in the internal 
European market, raising 
temptations to control mar- 
ket access from outside. The 
spectre of Fortress Em-ope 
may not have been banished 


Defeat of fast 
track verifies 
Bolivar's gloomy 
aphorism on 
co-operation 

The idea of uniting Spanish 
speaking America dates back 
to independence in the early 
19th century. 

But the difficulty of ach- 
ieving this objective was 
soon identified by Simdn 
Bolivar, who led the revolu- 
tion against Spain. Striving 
for unity In the region, he 
said despairingly, was akin 
to “ploughing the sea”. 

The Liberator’s pessimism 
has not prevented bis suc- 
cessors from making peri- 
odic attempts at integration. 
It has taken until the 1990s 
for the possibility to emerge 
of an enduring economic 
integration which would 
incorporate not only Spanish 
America but the Portuguese 
and English speaking coun- 
tries of the hemisphere too. 

At the 1994 Summit of the 
Americas in Miami, leaders 
from every country in the 
hemisphere save Cuba 
agreed to create a free trade 
area of the Americas by 2005. 
At a meeting last month in 
Santiago a second summit 
agreed formally to launch 
negotiations. 

Negotiations will go ahead 
under the auspices of nine 
groups - on market access, 
investment, services, govern- 
ment procurement, dispute 
settlement, agriculture, 
intellectual property rights, 
subsidies and anti-dumping 
and countervailing duties 
and competition policy. 

Trade ministers will meet 
every 18 months to review 
and advance the talks. 

However, despite the fan- 
fare at Santiago, every 
leader at the meeting recog- 
nised that US President Bill 
Clinton had foiled to secure 
fast track negotiating 
authority from Congress. 

In other words, the pros- 
pect for rapid movement 
towards the FTAA had dis- 
appeared and other coun- 
tries, notably Brazil, which 
preferred much slower prog- 
ress towards the goal had 
gained the upper hand. 

There is a debate among 
proponents of free trade 


about how serious this really 
is. They argue that a multi- 
lateral trade round should be 
the priority if one starts. 

From a practical stand- 
point, the negotiating capa- 
bility of many countries 
would be stretched beyond 
breaking point if they were 
negotiating both a multilat- 
eral trade round and the 
FTAA. 

On top or that. US support- 
ers of the FTAA argue that 
important trade negotiations 
have advanced before in the 
absence of fast track, which 
allows the US administration 
to negotiate a deal without 
having Congress pick it 
apart line by line afterwards. 

Moreover, the unilateral 
reduction of tariffs and end- 
ing of quotas in Latin Amer- 
ica over the past decade has 
already triggered a sharp 
rise in trade within the 
region. 

From a US perspective. 
Latin America is rapidly 
overtaking the European 
Union in importance as an 
export market Mexico's pur- 
chases from the US rival 
Japan’s, while Brazil exceeds 
China in importance. 

The US sells more to Cen- 
tral America than to Russia 
and eastern Europe com- 
bined. Moreover, the US has 
also provided significantly 
more than half the region's 
foreign direct investment 
since 1990. 

However, the develop- 
ments of the past 10 years 
have given free traders some 
cause for concern. Now the 
Americas are criss-crossed 
with a patchwork of sub-re- 
gional and bilateral trade 
agreem e nts, some of which 
may well stand in the way of 
mare open trade rather than 
helping it 

Some of these agreements, 
such as the Andean Commu- 
nity. Can com and the Cen- 
tral American Common Mar- 
ket, are revivals of historic 
associations, some of which 
were created in an earlier 
era of import substitution. 

Bnt it is the two trade 
associations that were cre- 
ated in the 1990s that have 
been the most dynamic. The 
first is Mercosur, the com- 
mon market of the South, 
established in 1991 by Brazil. 
Argentina. Uruguay and Par- 
aguay. 



Cross-border trade: Nafta opponents see jobs going south ap 


Since then Chile and 
Bolivia have joined as asso- 
ciate members and there is 
the possibility of a further 
accord with the Andean 
Community which would 
bring together almost all of 
South America. 

The second is the North 
American Free Trade Agree- 
ment. Nafta, which joins 
Mexico, the US and Canada. 
This agreement has been the 
source of much political con- 
troversy in the US. which 
was the real reason why 
Congress was unwilling to 
grant Mr Clinton authority 
for fast track. 

According to critics from 
the trade union movement. 
Nafta has caused the export 
of good US jobs to its cheap 
labour neighbour. Support- 
ers retort that the impact on 
US jobs has been marginal, 
and in any case the US econ- 
omy is running at function- 
ally full employment. 

The agreement has 
increased Mexico’s integra- 
tion into the North Ameri- 
can economy. From 1990, 
when the US accounted for 
about 70 per cent of Mexican 
exports, it now represents 
more than 85 per cent. 

This northward orienta- 
tion has left Mexico in an 
awkward position with 
regard to its southern homo- 
logues. More significantly, if 
the US had hoped in 1994, 
and as many expected, that 
Nafta would be the first 
building block upon which 
the FTAA would be created, 
this prospect now looks nigh 
impossible. 


Instead, the lack of US fast 
track, which would in the 
first place have allowed 
Chile to join Nafta. means 
that Mercosur holds more of 
the cards. Moreover, it has 
opened space for another 
actor to enter the fray - the 
European Union. 

Ambler Moss, director of 
the University of Miami's 
North-South Centre, says: 
“US failure is also seen by 
others outside the hemi- 
sphere as an opportunity.” 

The day after fast track 
failed the EU announced 
plans to bring forward its 
free trade arrangements 
with Mercosur from 2001 to 
2000. Next April an EU-Latin 
American summit is sched- 
uled for Rio de Janeiro. 

Yet, while there is a desire 
on the part of many Latin 
American governments to 
see their growing economic 
dependence on the US bal- 
anced. the EU has its own 
problems in delivering the 
kind of free trade accord, 
including agriculture, that 
Latin America would want. 

The EU has promised 
reform of its Common Agri- 
cultural Policy but is 
unlikely to do it by the back 
door of a trade agreement 
with Mercosur. 

Moreover, as Sidney Wein- 
traub at the Centre for Stra- 
tegic and International 
Studies in Washington 
points out the US imports 
significantly more in manu- 
factured goods from Latin 
America than does Europe, 
which is primarily an 
importer of raw materials. 
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ASIA • by Peter Montagnon 


Prescription for recovery 


The recent crisis 
may force 
governments 
to open their 
markets further 

One of the worries 
surrounding the economic 
and financial crisis that has 
gripped Asia since the mid- 
dle of last year is the ques- 
tion of whether economic 
hardship will make the 
region’s governments more 
resistant to the Idea of trade 
and investment liberalisa- 
tion. 

With export growth col- 
lapsing in many countries in 
south-east Asia and serious 
unemployment problems 
developing as economies 
slow, the temptation might 
be to pull down the shutters 
and stop the gradual process 
of liberalisation that has 
been under way for some 
years. 

In Act, the response has, if 
anything, been the opposite. 
Some Asian leaders, such as 
Malaysia’s Mahathir 
Mohamad, have questioned 
the role of financial markets 
in aggravating the problem 
and Taiwan has actively 
sought to rein in foreign 
exchange speculation. 


But all leaders agreed at 
the recent Asia-Enrope sum- 
mit meeting in London that 
maintaining open markets 
was an essential part of the 
prescription far recovery. 

Indeed, in some cases 
there are expectations that 
the crisis will force govern- 
ments to open their markets 
further and remove distor- 
tions which have inhibited 
the development of trade in 
goods and services. 

For example, Indonesia 
had little choice but to 
agree, tinder the terms of its 
International Monetary 
Fund rescue package, to 
remove a number of monop- 
olies and end the special 
privileges extended to its 
national car programme, on 
which It has also lost a dis- 
pute in the World Trade 
Organisation. 

More significantly, coun- 
tries writer IMF tutelage are 
being put under pressure to 
open their markets to for- 
eign investment in the finan- 
cial sector as part of much- 
needed reforms in hanlring 
and capital markets. 

South Korea, for example, 
has agreed to open its banks 
to foreign ownership and 
allow takeovers of its indus- 
trial companies by foreign- 
ers. 


Asia contains two of the 
world’s most open econo- 
mies in the form of Hong 
Kong and Singapore, though 
the latter has come under 
criticism far its refusal to 
allow more foreign banks 
Into its tiny domestic mar- 
ket 

Insofar- as the crisis 
to a more open environment 
in the longer-term, it may 
even come to be regarded as 
beneficial. 

But economists say it 
would be rash to assume 
much win change in the 
short run and there may 
wen be grassroots resistance 
to change despite the lip-ser- 
vice which leaders are pay- 
ing to liberalisation. 

Asian countries were 
already embarking on a lib- 
eralisation track before the 
financial crisis struck. 
Asean, the Association of 
South East Asian Nations, 
has been negotiating a free 
trade area designed to create 
one market of 500m people 
in the region. 

Pressure on Asean had 
grown in the middle of this 
decade as China began to 
suck in more and more for- 
eign direct investment, leav- 
ing south-east Asia worried 
that ft would be Deft out In 
the cold. 


At the same time, Asian 
countries are working 
towards a regional free trade 
area in the Pacific with then- 
partners in the Asia-Pacific 
Economic Co-operation 
Forum. 

The is to remove all 
barriers to trade on a non- 
discriminatory basis by 2020 
for the developing countries 
and by 2010 for the indus- 
trial countries. 

That erwiid Asia rmtt 
of the most dynamic ra don s 


I 


The crisis may 
come to be 
regarded as 
beneficial 


of the world. But the 
approach, which relies on 
peer group pressure rather 
than a WTO-style negotia- 
tion, is slow and cumber- 
some, with resistance In new 
areas, such as financial ser- 
vices , and in old ones, such 
as agriculture. 

But, for a number of Asian 
countries the Apec process 
remains, for the time hgrng , 
preferable to the launch of a 
new gfobal trade round. 

Singapore has long been 
keen for such a round but 


Japan and Korea are more 
hesitant- And some of the 
region's emerging-e c ono m i es 
are anxious about pressure 
cm them to speed fipsnrfai 
sector UbereBsatkm and sign 
up to more rigorous stan- 
dards for the treatment of 
foreign investors. 

An important step forward 
will come when China is 
finally admitted to the WTO. 
Improved relations between 
China f>n ri US are to cul- 
minate in a visit to China by 
President Bill Clinton this 
summer bat it remains 
doubtful whether negotia- 
tions on access will be com- 
plete by then. 

Chinn hnn p rop ped OOt t O 
make the Aslan crisis worse 
by devaluing its currency, 
the yuan, and smoe econo- 
mists believe it has hoped to 
use this gesture as a m e an s 
of leveraging less onerous 
conditions for WTO member- 
ship. 

In particular, Chinese lead- 
ers believe that opening up 

the banking sector as a con- 
dition of WTO entry could 
cause considerable strain at 
a time when it is engaged in 
the sensitive task of reform- 
ing ailing state-owned 

bank*. 

While these problems 
remain unresolved, early 


accession of China to the 
WTO tocdmnnlfkely. 

As for the broader picture, 
Asean Is struggtog to keep 
its exports up in the wake of 
the economic crisis. 

.Forecasts by the Asian 
Development Bank suggest 
only modest growth . in 
exp or t s from east Asia this 
year, with some of the coun- 
tries worst hit by the crisis 
showing the poorest results. 

Despite their massive 
devaluations, exports from 
Thailand, Indonesia and 
South Korea are expected to 
grow by only 5 to BA per 
cent The difficulty faced by 
exporters in securing credit 
for working capital and for 
the. purchase of imported 
components is cited as a 
serious impediment 

In east Asia, only the Phi- 
lippines Is expected to show 
export growth at the tdd vig- 
orous rams. The ADB says 
its exports should grow by 21 
per cent this year, reflecting 
the installation of new 
export capacity in recent 
years, the country’s low 
wages and the relative 
soundness of its financial 
position. 

For other countries it may 
take same time before the 
export machine starts to 
motor again. 
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JAPAN • Miohlyo Nakamoto 



movement 
on reform 


liberalisation 
shares the pace of 
traditional 
Japanese theatre 
but not its^ impact 

Until recently Japanese 
petrol stations were not 
allowed to offer drivers the 
choice of fllHng their own 
tanks in exchange for lower 
prices. 

Instead, any car that drove 
into a petrol station would 
be surrounded by numerous 
attendants offering not only 
to fill the tank but also to 
wipe the windows and mir- 
rors, empty the ashtray and 
check the ctt, an in exchange 
for a hefty petroLprice. , 

For years the Japanese 
authorities insisted that 
allowing driven to fiU their 
own tanks increased the 
danger of fires at petrol sta- 
tians. 

It was not until April this 
year that, -more fires or not 
thegovemment finally liber- 
alised self-service at petrol 
stations and offered Japa- 
nese drivers the option of no- 
frills service at lower prices. 

The ban on self-service at 
petrol stations is only one 
example of the countless 
rules and regulations that 
have kept Japanese prices 
high and closed the coun- 
try’s maikets to greater com- 
petition, foreign or other- 
wise. 

Regulations, ranging from 
stringent licensing proce- 
dures fir new drugs to non- 
recognition erf foreign prod- 
uct standards, have been 
blamed by Japan’s trading 
partners for restricting 
access to markets in the 
world's second largest econ- 
omy. 

Increasingly, the tens of 
thousands of regulations 
binding Japanese economic 
activity, have also been 
blamed for hampering the 
birth of new industries to 
drive economic growth in a 
post-industrial age. 

The Japanese government 
has responded to this criti- 
cism by launchiag a series of 
deregulation packages list- 
ing hundreds of changes to 
tiie rules. - 

The latest was announced 
by Ryutaro Hashdmoto, 
Japan’s prime minister, in 
his meeting with BUI Clinton 
in Birmingham this mouth. 

The measures have had a 
significant' Impact. The. mar- - 
kets for mobile phones, long 
distance and international 
telephony have become 
vicious battlefields as new 
entrants compete for market 
share.. . 

Deregulation in the hous- 
ing sector has seen a surge 
in imported houses. Entbo- 
is such that some cam-' 
parties have sent as far afield 
as Canada for housebuilders 
to bring their products to ■' 
Japan. ’ - ; 

However, despite the long 
list of regulations that have 
been eased or done away 
with, the . . . ongoing pro- 
gramme has consistently - 
been criticised, as too little 
and too slow. ■ 

In a -recent visit to Tokyo- 
deputy US trade representa- 
tive Richard - Fisher, 
suggested that Japan’s - 
deregulation. ' programme 
was as slow as a Nab perfor- 
mance in Which a irihihimmi 
of movement Is used for a , 
maximum of symbolic 
impact 

“This is appropriate for 
classical theatre. It is hot 
appropriate for public policy 
in. a dynamic, modem 
world,” be said. 

Behind the government’s 
slow pace lies the enormous' 
bureaucratic machinery that 
has fought fiercely against . 


While same factions in. cer- 
tain ministries have champi- 
oned deregulation^ the deter- 
mination of others to hnid 
on to tijeir powers b as been . 
a key busier to the .rapid 
and far-reaching change 
required. , . 


The bureaucrats, who 
; exnrcise tremendous influ- 
ence through their regula- 
tory powers, their adminis- 
trative guidance and their 
authority to approve nr with- 
draw business licences, are 
not likely to Five up tbehr 
powers easily. - 
For the minist ry 

of transport requires Japan- 
registered airlines to have 
every aircraft, test-flown 
with a ministry official' on 
board. The ostensible pur- 
pose is to make sure the air- 
craft is fit to be flown but. 
this is “ludicrous", says one 
airline official. 

*H« rule means that Japa- 
nese airlines must use their 
aircraft for turn-revenue pur- 
. poses and pay a Ylm landing 
foe Just for the test, not to 
. mention tbs added fuel cost 
Cumbersome regulations 
also mean it takes foreign 
pitots about six months to 
clear Japanese licensing 
requirements. For Japanese 
afrtiiMM hiring foreign pilots 
this is a tremendous cost 
burden. . . 

The failure of Mr Hashi- 
moto to cany out effective 
administrative reforms 
aimed at reducing the 
and the powers of central 
government organisations 
" does not. bode weQ for fur- 
ther deregulation in Japan. 

■ Although administrative 
reform was a pillar of the 
Hashimolo g ov e rn ment, the 
plan to introduce far-reach- 
ing change was largely 
watered down by bureau- 
cratic resistance. . 

Furthermore, the govern- 
ment does not appear folly 
convinced that the inevita- 
ble consequences of its com- 
mitment to deregulation are 
a price worth paying. These 
include corporate failures 
and job losses in politically 
influential or strategically 
important industries such as 
construction and financial 
services. 

As a result, even after 
adopting a programme to 
deregulate a sector, the gov- 
ernment has balked at the 
oonsequences. For example, 
having ushered In “Big 
Bang” financial reforms, the 
government then proceeded 
to backtrack. . . 

In an attempt to stabilise . , 
the fi n anc i a l sector, the gov- - 
ermnent injected YLSOOhn of 
public funds into the capital 
base of 21 banks. Including 
those that may be too weak )? 
to survive. .t 

It. also approved account- 
fog changes to allow bankas 
to disguise falling assetr 
prices and postponed tbe'5l 
implementation of tighter*, 
reporting requirements' lor ^ 
domestic banks, 

In the tdecosbs industry* £ 
where the benefits of deragu-* 
latian have been particularly 
notable, a long-fasting effort -1 
by the ministry of posts and j 
tetecomnmnicatfajng to break'f 
up NTT was defeated Iff— 
pressure from the company 
-and its labour union. 

As a result, challenges fo v 
NTT’s dominance of the ' 
domestic market have been- - , 
hampered by high intercon- 
nection chargee which the - 
former monopoly, with' vir- 
tual dominance of the local-! ' 
network, is able to maintain. -' 
The US and the EU have 
pressed strongly for changte 
to the rules to lower NTTs " '' 
interconnection rates, which 
are. three' to -fi ve times “bait 
practice" rates in other •' - 
industrialised countries. 

As for the cost of bnfldlsg 
a home In Japan, it is still- 
two to three times higher - 
than In tiie us despite the 
steps taken cm deregulation 
in thiaarea. 

. There is widespread' recog- 
nition in Japan, even • 

the bureaucrats, that the era - 
of government-led industrial 
policy Is over and that the - 
country needs freer markets 
and freer trade to sustain - 
economic growth. 

But it will take a greater 
sense of urgency for the gov- 
ernment to act more deci- 
sively on that conviction. 
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There are signs that the consensus 
approach is unlikely to last as EU 
entry beckons, reports Kevin Done 

Facing hard times, 
great expectations 

F or its first seven years 
of independence SJo- 
venia has managed to 
avoid many at the political 
and economic shocks suf- 
fered by its less fortunate 
neighbours in central and 
east Europe. 

Starting from a higher 
level of relative prosperity, it 
has adopted a much more 
cautious and gradualist atti- 
tude to reform, conditioned 
by tile priority given by suc- 
cessive governments to 
maintaining social consen- 
sus. Out there are growing 
signs that this comfortable 
approach cannot last. 

Chosen as cine of the five 
countries from east Europe 
to take part in the first wave 
of negotiations to join the 
European Union, the pres- 
sures are increasing on Slo- 
venia to accelerate a whole 
series of reforms necessary 
for budding a modem mar- 
ket economy as well as pav- 
ing the way for its full inte- 
gration into the EU. 

in many ways its position 
has been enviable. As a 
small country with a homo- 
geneous population of only 
2m. it was able to emerge 
from the collapse of former 
Yugoslavia relatively 
unscathed and without the 
ethnic strife and political 
instability that has plagued 
much of the Balkans. 

Even under communism it 
was one of the most highly 
developed areas of east 
Europe, accounting, with 
less than 10 per cent of the 
population of former Yugo- 
slavia, for IT per cent or the 
country’s output and a fifth 
of exports. With a GDP per 
capita of more than $9,000 it 
is much closer to the living 
standards of some existing 
EU members than to rival 
applicants for EU member- 
ship from east Europe. 

Concerns are growing, 
that the lack of dynamism is 
causing Slovenia to lose 
competitiveness to fast track 

reform countries such as 
Hungary and Poland, and 
that It is failing to close the 
gap on the stronger econo- 
mies of the EU. 

“Slovenia is a country of 
lost opportunities. We are 
lusing ground compared 
with what we could do. We 
arc not in a critical position, 
but we need changes.'* says 
Fratijo Sliblar. economics 
professor and chief econo- 


Pram boosting tourism revenues 

mist at Nova Ijubljansfca 
Banka. 

After centuries of domina- 
tion first by the Hapburgs 
and the Austro-Hungarian 
empire, and latterly within 
Yugoslavia. Slovenia some- 
times appears reluctant to 
open its markets to foreign 
investment, but this has a 
price. According to SKB 
Banka, the main private 
bank. “Slovenia may lose its 
good position if its economy 
does not open to foreign 
investment, which would 
bring the necessary restruct- 
uring. new technologies, 
training and markets." 

Reformist elements in the 
administration are aware of 
the need to speed up the 
restructuring of the econ- 
omy, and see the challenge 
of entry into the EU as pro- 
viding the catalyst - and the 
alibi - for change. “So far 
the transition process was 
very smooth, but we have 
been running on the gaso- 
line of the former regime,” 
says Igor Bavcar. one erf the 
architects of Slovenia's drive 
for independence and the 
man chosen to play an 
equally central role in the 
project for EU entry as the 
minister fur European 
affairs. 

“Now we must start to 
reform our society deeply. 
Joining the EU Is a genera- 
tor of these reforms." The 
administration has drawn up 
its route plan in the shape of 
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Negotiators are kitted out for the Brussels marathon 


(Mir vicwr Mies* 

its recently published 'Strat- 
egy of. the Republic of Slo- 
venia for Accession to the 
European Union’. One of the 
study's main authors, Janez 
Potocnik, has recently been 
appointed the country's chief 
EU negotiator. 

The study lays out a time- 
table for the nest four years 
for ambitious changes to the 
existing taxation and pen- 
sion systems, and for reform 
of the financial sector, 
including the privatisation 
of the state-owned banks and 
insurance companies. It calls 
for the deregulation or 
prices, reform of the public 
utilities and competitive 
public procurement, as well 
as for reform of the enter- 
prise sector and the replace- 
ment of distorting subsidies 
to ailing industries. 

Steps, such as the liberal- 
isation of some capital flows, 
must already occur as part 
of the conditions set in the 
EU association agreement, 
which should come into 
force by the end of the year. 
“Our problem is not adopt- 
ing the acquis communau- 
taire [the main body of EU 
law and regulations!, it is 
the development of a modem 
economy, that can survive,” 
says Mr Potocnik. “We want 
to be a well-developed mai> 
ket economy, and tax and 
pension and financial sector 
reforms are a fulfillment of 
that goal. These are the 
costs of our transition and 


On a cabinet in Ns office as director 
of the Institute of Macroeconomic 
Analysis and Development (1MAD) 
Janez Potocnik has a black attache 
case labelled “Nego tia ting Kit". 

A gift, it marks his recent 
appointment as Slovenia's chief 
negotiator with the European Union 
(EU), and it is supposed to contain ail 
he needs to cope with the chaflengas 
that lie ahead In Brussels. 

There are some air sickness bags 
for the endless commuting, a 
cardboard cellular phone for 
emergency communication with 
Ljubljana - *1 was the only person in 
Slovenia without a.mabile telephone" 
- two whisky miniatures, heart tablets 
and a bottle of bittern to help wfth the 
morning after. And there is a mug tor 
someone who is "One in a mBCon." 

Perhaps it should read "one in two 
million”. With one of the small e st 
populations of any of the countries 
that have applied to join the EU, 
Slovenia must create an 
administration and a negotiating 
machinery that can be a match for its 
larger neighbours and for the 
bureaucracy in Brussels. 

Mr Potocnik, a youthful 40-year-old 



nss.. 

Janez Potocnik negoti a t es wh8e Igor Bavcar looks after European affairs uckrikm* 


and one of the country's leading 
economists, has already played an 
important role in the an aly sis of 
Slovenia's economic tr a nsfor ma tion 
since Independence. He has been 
instrumental in preparing ec o no mic 
strategy documents, that laid the 
foundations for the signing Of the 
country's assoc ia tion a gre e m e n t with 


the EU in 1996 and for Slovenia 
gaining Ita place among the five 
frontnemars from central Europe for 
fid EU membership. 

WhBe Mr Potocnik wS lead the 
negotiating team, the key role within 
the government of mi ni s t e r without 
portfolio wfth raeponattiKy for 
European affairs has been given to the 


burly figure of Igor Bavcar, a man with 
a formidable reputation for Ns po w er s 
of m oti v a tion and sMBs in 
organisation. 

Mr Bavcar, 42, one of two vice 
presidents of Liberal Democracy of 
Slovenia (LDS), the leading party in the 
coalition government, marked himself 
out for his present job 10 years ago 
with the tearing role he played in 
Slovenia’s march to Independence in 
the so- cal led Slovenian Spring. In 
1988, as a former student activist, 
joivmdtst and entrepreneur, he 
organised and became president of 
the Committee for the Protection of 
Human Rights. He emerged as 
Minister of Internal Affairs in 1990 in 
the DEMOS coalition which swept to 
power in S lov enia ’s first free elections 
ending 45 years of Communist pasty 
rule. Mr Bavcar then led the 
government body working on the 
project for Slovenia's independence 
and was chief of Slovenia's defence 
headquarters, co-urdutating the police 
and the territorial defence forces in 
the 10-day war against the Yugoslav 
National Army in 1991. 


K-D 


development, not just or EU 
accession." 

Already the timetable is 
showing signs of slipping. 
Slovenia is the last of the EU 
applicant countries to mod- 
ernise its taxation system 
and launch VAT (val- 
ue-added tax). Previous dead- 
lines have already been 
pushed back, and the VAT 
system is now only sched- 
uled to start on July x, 1999. 

The battle is also hotting 
up over pension reform. Slo- 
venia has one of the world’s 
most generous pay-as-you-go 
pension systems, but demo- 
graphic trends with an age- 
ing population mean the sys- 
tem is unsustainable and it 
is threatening to derail the 
public finances. "Without 


reforms, in 25 years we 
would have to cut pensions 
by 50 per cent or double con- 
tribution rates," says Anton 
Rop, minister for labour. 

The planned pension 
reform has aroused bitter 
opposition from trade 
unions, which considers it a 
divisive attack on the coun- 
try's cherished system of 
social welfare. Publication of 
a White Paper on pension 
reform provoked the biggest 
demonstrations seen in Slo- 
venia since independence, 
and the protests have forced 
the government to modify its 
plans and to make the 
ch an ges less radical 

Inevitably the burden of 
executing the reforms will 
place a heavy strain on the 


working of the coalition gov- 
ernment led by prime minis- 
ter Janez Drnovsek’s Liberal 
Democracy of Slovenia. The 
government Itself could only 
be put together after months 
of political wrangling after 
the election in November 
1996 had resulted in a hung 
parliament. 

The coalition combines the 
centre-left LDS, the domi- 
nant force in Slovenian poli- 
tics for the past six years, 
with the main opposition 
grouping, the conservative 
Slovenian People's party 
(SLS) wfth its roots in the 
rural forming community 
and close ties to the Catholic 
Church. The government 
includes, too. the small 
DeSuS pensioners party. 


The price of forming this 
apparently fragile coalition 
has been an often laborious 
decision-making process, 
and the coalition Is still to 
prove it is capable of imple- 
menting the refrain agenda. 

In addition to the chal- 
lenge of finding politics] con- 
sensus inside the govern- 
ment, steps are also urgently 
needed to speed up the legis- 
lative process and overcome 
the logjam of new laws 
under consideration in par- 
liament 

Mr Rop estimates there are 
currently around 200 laws In 
the parliamentary process, 
and the burden can only 
grow as Slovenia shoulders 
the heavy burden of harmon- 
ising its legislation with the 


80,000 pages of the EU's 
acquis communautaire. 

The coming years will pro- 
vide a stern test of Slo- 
venia’s young democracy, 
and its readiness to act an a 
wider stage. President Milan 
Kucan, who was reelected in 
November for a second five- 
year term is optimistic that 
the necessary compromises 
can be made. “No party 
would take responsibility for 
Slovenia not entering the 
EU. If the Luxembourgers, 
the Dutch and the Portu- 
guese have not lost their 
identity, then we will not 
lose ours. But if Germany, 
France and the UK have lost 
some of their sovereignty, 
then of course we Slovenes 
will lose some too.” 
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When it comes to investing in Slovenia, SKB Banka d.d., the country's second largest bank in terms 
of capital and total assets, is ideally placed to meet the requirements of international investors as 
their local broker and custodian bank. 

Oiff strengths: 

• Sound balance sheet 

• International shareholders including EBRD - European Bank for Reconstruction 

and Development and DEG - Deutsche Investitions- und Entwick/ungsgesellschaft mbH 

• Investment grades from international bank rating agencies 

• Our customers include the major global custodians in the world 

• The bank is custodian for the first two Slovenian GDR issues 

• Comprehensive knowledgs of the local market 
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Kuean: a gukfing hand 


Dmovsek: coafition pressures Podobnic “consensus is tiring 


Plans to 
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progressing but 

home 
still be 


POLITICS • by Virginia Marsh 


‘Grand coalition’ pushes on 



The centre-left 
is learning 
to live wil 
conservative 
partners 


It has not been easy for the 
Liberal Democrats, the cen- 
tre-left party that has domi- 
nated post-independence pol- 
itics In Slovenia, to govern 
with its former opponent, 
the conservative People's 
Party. But most observers 
now believe the unlikely 
“grand coalition” put 
together to break a political 
deadlock 15 months ago after 
hung elections will run its 
full four-year term. 

The price for the Liberal 
Democrats - led by Janes 
Dmovsek, a one-time presi- 
dent of Federal Yugoslavia - 
has been living with some- 
times painfully slow deci- 


sion-making and accepting 
its partners' populist, less 
technocratic approach. 

"We are relatively young 
but we've been in govern- 
ment six years and we 
believe we really know how 
to do the job,” says Anton 
Bop, labour minister and a 
party vice-president. “The 
People's Party is new and 
less experienced, even if 
many of its members are 
Differ. It is a rural and popu- 
list party and the problems 
of farmers are very impor- 
tant tor them.” 

"Maybe we are too fast fix- 
the People’s Party,” says 
Igor Bavcar. European 
Affairs minister and the Lib- 
eral Democrats' other 
vice-president. ‘'But we 
think there is no thru* for 
waiting. Important reforms 
are in front of us.” 

Hie third dement in the 
coalition is the Democratic 


Party of Slovenia’s Pension- 
ers. formed to support the 
interests of the country’s 
450,000 pensioners in the 
face of looming pension 
reforms. It took five seats in 
the November 1896 ejections, 
while the People’s Party won 
19 and the Liberal Demo- 
crats 22, giving the coalition 
a slim majority in the 90 
strong national assembly. 

The opposition includes 
the Social Democrats and 
the Christian Democrats - 
the People's Party’s allies 
before it broke ranks to join 
the government The United 
List of Social Democrats, 
which like the Liberal Demo- 
crats includes former com- 
munists, is the main 
left-wing: opposition party. 

The parliamentary polls 
were followed in late 1987 by 
presidential elections which 
saw Milan Ku£an - the for- 
mer communist leader who 
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guided the country to Inde- 
pendence in 1991 - re-elected 
tor a second five year turn 

“Work in the coalition is 
tough but there is a constant 
dialogue between the part- 
ners.'’ says Janes Podobnfk, 
speaker of parliament and 
the People’s Party’s candi- 
date against Mr Kuean. "But 
it’s very tiling because 
agreements are never 
reached by majority vote, 
but by consensus, this 
approach is strengthening: 
the coalition* This sounds 
like a paradox but it's really 
true. All partners are 
exposed to the differences 
and this somehow strength- 
ens the coalition.** 

Mr Podobnik - whose 
brother, Marijan, is deputy 
prime minister - accepts leg- 
islation needs to be adopted 
much more quickly if Slo- 
venia is to meet its target to 
be ready tor accession to the 
European Union by 2002. 

“The crucial issue is 
whether we can change the 
proceedings to allow one 
instead of three readings [tor 
bills j," he says, adding he 
hopes this can be done with 
the support of the opposi- 
tion. 

Involving the opposition. - 
after years out of govern- 
ment itself - is one of the 
party’s plus points, say 
observers. But the party's 
critics accuse it of lacking 
vision, in contrast to the Lib- 
eral Democrats which 
appear firmly committed to 
leading Slovenia into the EU 
and Nato. 

“The People’s Party is a 
significant brake on prog- 
ress;' H g prepared to put 
party interests above 
national ones,” says a senior 
diplomat. “It’s pro-EU on 
paper but then also seems to 
support the idea Slovenia 
can survive an its own. And 
as far as meddling in the 


economy it has certainly 
been sending the wrong sig- 
nals to Brussels. 0 

Other things,, tbp 

party is blamed for jettison- 
ing Asea Brown Boveri’s 
takeover last year of a local 
turbine manufacturer — a 
comp any that is now strug- 
gling to survive. 

"One of the sad stories of 
the moment is that the 
People's Party has decided it 
needs support in the compa- 
nies if it is to be strong," 
says a local businessman. 
“The probjan is the people It 
is appointing to companies - 
and to government - are the 
most populist and the least 
qualified.” 

Analysts' put this down 
partly to the party's determi- 
nation notfto be marginal- 
ised like previous coalition 
partners of the Liberal Dem- 
ocrats. 

“The Liberal Democrats 
are very dick operators and 
the People’s Party has made 
a push to make a mark on 
the coalition to avoid the 
mistake oft the Christian 
Democrats which were mar- 
ginalised," says a diplomat 
"Bat their ; presence has 
broadened the political spec- 
trum, helping create some 
kind of national reconcilia- 
tion - the coalition includes 
old and new. Insiders and 
outsiders." 

As pension and other 
social sector re f or m s move 
to the top of "the agenda, Mr 
Bap says thauzmst problem- 
atic change from the previ- 
ous coalition is no longer 
having the left-wing United 
List in government- . 

"The United list is dose 
to the trade unions,” he 
says. “It is easier, for mere 
left-wing governments to 
make welfare: reforms as it 
deprives the unions of a 
political reason to be against 
the changes."'" 


The recent- 
official 
venia to 

ber of the 

mj arfcg a 
the country, widohec only 
gained independence seven 
years ago followng the col- 
lapse of former YugosStviai 

fts inclusion as one of the 
five first-wave EChcaudSdates 
from central Europe has 
brought the country' a stop 
closer to fulfilling- obeTof its 
key strategic foreign policy 
aim« an d h as compensated 
for the disappointment nf its: 
failure last year to join Hun- 
gary. tbe Czech Republic and 
Poland in the first rotzAd of 
the enlargement of the Nato 
defence alliance. * - - i 

SkraenSaft progress on to 
the world stage dues been 
helped too sine© Jamuoy by 
its selection as cofte 'uf life 
non-permanent members of 
the Security Council of the 
United Nations for a two-' 
year term. Its diplomatic 
resources are-,, being 
stretched, hot the swii la the 
higher Is 

helping to raise its political 
profile. 

It tailed the Nats hurdle 
last year in part because its 
admission be came linked to 
that of Romania in the politi- 
cal horse-trading among 
Nato members. Acconfihg to 
diplomats there was also 
some unhappiness, however, 
that Slovenia, in its rush to 
push its integration with the 
west, had turned its back on 
the RalkflWfi and was fefiing 
to pay sufficient attention to 
its rule in south-east Europe, 
Nato’s most troubled flank. 

Its participation in the 
Na to-led SFOR operation in 
Bosnia, in peacekeeping in 
Cyprus and last year in the 
Italian-led action in Albania 
have started to redress the 
balance, however. And Slo- 
venia has recently^ added; a 
trilateral co-operation with 
Austria and Croatia, to the ' 
existing trilateral initiative 
with Italy and Hungary, as It 
deepens its regional links. 

The position at the UN is 
also providing an opportu- 
nity tor Slovenia to safe- 


guard its interests in its still 
thorny relations, with the 
Federal Republic of Yugo- 
slavia (Serbia and Montane- 
groX It is alone among the 
states that emerged from far- 
mer Yugoslavia in not hav- 
log established diplomatic 
relations with Belgrade. 

At stake is the protracted 
struggle over the division of 
the assets of the war-torn 
former Yugoslavia. Slovenia, 
along with Croatia, Macedo- 
nia and Bosxxia-Herceguvina, 
insist that Yugoslavia was 
dissolved and that all five 
are successor states, reject- 
ing Belgrade's claims that 
the other states seceded and 
that ftis tlxe.sofe successor. 



particularly sensitive. Then 
is a dispute over the tafeefe 
be chargad for electricity 
generated « tbr-J ufotiy 
owned Knto nu ri aast power 
plant located- in SUrat* 
and Mr Frtee seya that Crew 
tie is still Mocking Sta*. 
nians* right* to use about 
$3bn worth -of property 
owned in Croatia, to partita, 
lar the holiday boom of Se- 
ven ian companies. 

Such issues are dwarfed* 
however, by the magnftofe 
of the task Slovenia now 
faces to prepare itself for 
membership or tha Bmrop Mn 
Union. 

In order to taka on the 
acquis cam m unautatn, tin 
body of existing EU law ml 
regulations, around 80,000 
pages of EU Legislation most 
be translated. Where Slove- 
nian law must be haraba- 
ised with EU legislation, s. 
great number of new laws 
must be prepared and passed 
through the slow-moving 
Slovenian parliament, which 
already faces a legislative 
logjam. 

"We hope we will be mdy 
by the end of 2002,” toys Mr 
Frlec optimistically. 
“Whether the EU Itself fe 
ready to accept newcomers 
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by that date Is another mgs. 
tion." - -, l 


Despite this Intractable 
problem economic links 
between Slovenia and Yugo- 
slavia are growing, and 
two-way trade now totals 
around DMaOQm a year, says 
Mr Boris Frtee. Slovenia’s 
foreign minister. Practical 

diplomatic and consular con- 
tacts still have to be handled 
between the two countries’ 
embassies in neighbouring 
Hungary, however. 

Hut legacy of their recent 
shared history still burdens 
Slovenia’s dealings too with 
neighbouring Croatia. Mr 
Frlec says relations are 
“friendly and co-operative”, 
but they were not helped by 
the arrert just lxside Croatia 
earlier this year of two Slo- 
venian military intelligence 
officers, an incident that led 
to the resignation of the Slo- 
venian defence minister. 

The border between the 
two countries fs^still not 
fully- delineated with the 
maritime boundary in Piran 
Bay in the Adriatic proving 


Despite the-eoaewhs bfBo 
diplomats about delays jp 
making some key appoint- 
ments, Mr Frlec claims that 
Slovenia has now put in 
place most of the Institu- 
tional mechanisms in the 
public administration to 
cope with the negotiations. 

An Office for European 
Affairs has been created 
under the new minister for 
Europe, Igor Bavcar, and XI 
working commissions 
headed by state secretaries 
from the various ministries 
are being set up to respond. 
■ to the structure of the acquis 
in sectors ranging from agri- 
culture, science and technoK 
ogy, and education to finan- 
cial services, industrial 
policy and transport. And 
the negotiating team is now 
in place led by Janez Potof- 
nlk, director of the main eco- 
nomics institute. 

“It is not easy," says Mr 
Bavcar. “We are a young 
country, our administration 
is young. We are both build- 
ing the administration and 
putting together the negotia- 
ting structure." 
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ECONOMY • by Kevin Done 


Early advantages lost 


In spite of some 
gains, trailing 
institutional 
reforms may 
hinder recovery 

Helped by the recovery of 
activity in its main export 
markets in west Europe the 
Slovenian economy per- 
formed more strongly than 
expected last year. The latest 
official estimates have been 
revised upwards to suggest 
an increase in gross domes- 
tic product tCDP) of 3.8 per 
cent and the government is 
forecasting similar growth of 
around 4 per cent this year. 

In many respects Slovenia 
has achieved a better eco- 
nomic balance than any of 
its rivals in central and east 
Europe. It is the only one of 
the 10 candidate countries 
from the region with a bal- 
anced current account of the 
balance of payments, and 
the government budget has 
only begun recently to incur 
a small deficit. 

Ike rate of inflation at 
per cent year-on-year in 
December was lower than in 
any of the five front rank 
countries From centra) 
Europe selected for earlv 


negotiations on full member- 
ship of the European Union. : 
and unemployment, nsf ng 
western measurement meth- ■ 
°ds. is Little more than 7 per 
cent. The level of public sec- 
tor debt is well within the 
Maastricht criteria for eco- 
nomic and monetary iimVin 

Slovenia Is the highest 
rated credit risk in the 
region and the only one of 
its peers to enjoy A grade 
credit ratings from all three 
leading international rating 
agencies. 

Last week it broke ground 
for the region in the interna- 
tional capita] market by 
issuiog the first eurobond to 
be denominated fn euros fit 
was launched in ecus -but 
will be transformed into 
euros when the new Euro- 
pean currency launched). 

That is the good news. The 
bad news is that at the level 
of enterprise restructuring 
and institutional reform Slo- 
venia has been lagging. And 
it began with some consider- 
able advantages 

At the start of the transi- 
tion to a market economy, it 
was the most developed 
region of former Yugoslavia, 
accounting for a dispropor- 
tionate share of the coun- 
try’s foreign trade. It is eas- 



FranceArhai: cautious - 

'• • 1 

fly the most p r osp e rous of 
the former communist coon- 
1 tries of east Europe with a 
GDP per capita well in 
excess of £9.000 putting it on 
a par with some of the 
poorer existing EU coun- 
tries. -- 

Nevertheless, many of the 
country's- leading economists 
are concerned that it has 
failed to make the progress 
it should* have made towards 
building :a modern, interna- 
tionally competitive market 
economy. They are hoping 
that the pressures of negotia- 
ting entry to the EU will act 
as the catalyst for change 


and will inject the sense of 
urgency that hitherto has 
been missing. 

Slovenia has not yet intro- 
duced many of the reforms 
that have been completed 
elsewhere in the region It is 
the only one of the EU candi- 
date countries that has stall 
not introduced VAT (value 
added tax) - after several 
delays the government is 
now aiming far July I, 1999 
and for two rales of 19 and 8 

per cent - and it has been 
slow to grasp the nettle of 
pension reform, a delay 
which has both hindered the 
development of the capital 
markets and is threatening 
to blow a big bole in the 
government budget. 

Already last year the need 
to finance the growing defi- 
cit in the pension system 
helped to push the consoli- 
dated budget into a deficit 
for the first time ctf l.l per 
cent of GDP and this will 
only narrow slightly this 
year to 1 per cent according 
to Milan Cvikl, state secre- 
tary at the finaneft ministry. 

Mr Cvikl says that reforms 
to Slovenia’s pension and 
social welfare system are 
crucial, if the growth of the 
economy is to be speeded up. 
Tax and pension reforms 
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PEt&lON REFORM * Virginia Marsh 

Retirement 
mooted for 
scheme 


must be followed by farther 
reforms in health and educa- 
tion. “Keeping the public 
nnajv-«»n in balance in com- 
ing years will be very diffi- 
cult without serious 
reforms." 

With much of the economy 
still index-linked and farther 
price deregulation still 
needed, inflation is no longer 
foiling. The pace of privatisa- 
tion has lagged behind in 
Slovenia. Major steps must 
stifl be taken to privatise the 
two state-owned banks, 
insurance companies, the 
utilities, telecommunica- 
tions, transport companies 
and remaining state-owned 
industries, while a wide- 
spread fear of selling out to 
foreigners continues to deter 
foreign investment. 


Competitiveness is also 
hampered by restrictions in 
the financial sector, which 
have kept interest rates at a 
high level. The highly con- 
servative central bank led by 
France Arhar, accepts that 
capital flows will have to be 
liberalised as part of the EU 
integration process, but it is 
reluctant to relinquish con- 
trols, while inflation and 
interest rates are still out of 
line with west Europe. 

With such a small mone- 
tary base its central concern 
is that speculative capital 
inflows will only further 
exacerbate its problems of 
fi ghting inflation and the 
appreciation of the currency, 
which In turn will under- 
mine competitiveness of the 
country’s exporters. 


BANKING • by Kevin Done 


Sell-offs may revitalise sector 


Coalition 
government 
divided over how 
to proceed on 
privatisations 

Protected and inefficient, the 
banking sector in Slovenia is 
ripe for restructuring. Only 
the timing is in doubt. 

With 28 commercial banks 
for a population of 2m. it is 
generally accepted that Slo- 
venia is overbanked, and the 
pressures for change are 
growing. Foreign banks, still 
thin on the ground, are 
expected to play a bigger 
role, as the country becomes 
more integrated with the 
European Union. 

Foreign capital flows must 
be liberalised within four 
years or Slovenia's EU asso- 
ciation agreement coming 
into farce, which is expected 
by the end of this year. 

The most pressing issue is 
the privatisation of the two 
state-owned banks. Nova 
Ldubljanska Banka, the. 
country’s biggest hank, and 
Nova Kreditna Banka Mari-- 
bor. which Is needed to kick 
off the restructuring- 

The rehabilitation of the 
two banks, which together 
account for around 40 per 
cent of the assets of the 
banking sector, was com- 
pleted last summer. But the 
next step of privatising the 
b a r» k « has opened a political 
minefield and the coalition 
government remains divided 
on how to proceed. 


Frustrated by their inabil- 
ity to accelerate the consoli- 
dation of the banking sector, 
the managements of the 
country’s two biggest hanks 
Nova ldubljanska Banka and 
SKB Banka. Slovenia’s larg- 
est privately owned hank, 
have tried in recent weeks to 
force the government's 
band. 

Previously it had been 
assumed that these two 
banks would lead efforts to 
consolidate the large num- 
ber of regional and local 
banks and would provide the 
main focus for future compe- 
tition. But in mid-March the 
management boards of the 
two banks made the shock 
announcement that they had 
signed a letter of intent to 
begin discussions them- 
selves on a merger. 

They said the move had 
been prompted by “the 
intensive processes of bank 
globalisation and that cir- 
cumstances in Slovenia have 
matured to enable more 
determined and fester trans- 


Together NLB and SKB 
would control more than 40 
per cent of total banking 
assets, although NLB is 
already: more than double 
the size of SKB. 

After the initial excite- 
ment Andrej Cetinaki. dep- 
uty chief executive of SKB. 
admitted last month that 
“the government is sot 
likely to approve the merger 
soon." 

Why did NLB, which has 
the government as its share- 
holder, agree to issue the let- 
ter of intent? Marko Voljc. 
NLB chief executive, says 
that the bank's management 
received “clear signals" from 
its new supervisory board in 
the third quarter last year, 
that it .should press ahead to 
increase its market share 
both through organic growth 
and through mergers with 
other domestic banks. 

■ • “To get a faster increase in 
our market share we would 
have to look at targets for 
acquisition, but there was no 
serious willingness from any 
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NLB has recently submit- 
ted to the government a 
model for its -privatisation 
ghnilar to the one chosen for 
last year's seH-off of Bank 
Handlowy in Poland. It 
would include both domestic 
a-nd international IPOs fori , 
tial public share offerings), 
and the sale of up to 25 per 
cent to a small number of 
strategic foreign investors 
who could provide know- 
how and market expertise. 

Mr Voljc /insists that 


“there is no conflict 
between thi s mo del and a 
merger with SKB,” but be is 
still waiting for guidance 
from the government on 
whether the talks can pro- 
ceed. 

“The managements see 
eye to eye on the challenges 
facing the two institutions. If 
they (the government) can 
think of a better solution. 
OK. but we want their reac- 
tion. Not doing any thing is 
the worst of all the choices." 



Marko Vofe "cisar agnate” 


CAPITAL MARKETS • by Virginia Marsh 


formation of banks in order- of the small regional banks 
to improve their competitive- we approached,” says Mr 
ness." 1 .yidjC/ i - 

The authorities have. • ~-It was contacted by SKB 
reponded with an eerie’ " and preliminary calculations 
silence. But tt appears that .. suggested that the merger 
there are misgivings, not '’could- -'be attractive. After 
feast within the finance min- sounding out the govern- 
ostry and’ the central bank at ; : xnent ’informally, . the banks 
a move which could both - deckled to put the proposal 
reduce the amount of money tcr$e Jffinistry of Finance, 
that would flow to the bud?-;! j*Ve :have not received 
get from a more stralghtfor>- Taftyr response yet." - says 
ward sell-off of NLB, and Mr Voljc. who admits to 
would reduce domestic com- being surprised by the “cool 
petition. reaction". 


Renewed interest but 
only in the long term 

The market has 
not yet digested 
what it wifi 
receive from 
privatisations 


The Ljubljana Stock 
Exchange <LS§> has bounced 
back thj| yea£ rising nearly 
14 per c5rt in jbQar terms in 
the firsi qpjtrter after a 
rocky 1937 foabwing central 
bank redxfetiabs on foreign 
pcrtfoBoiavesIois. 

“Slovenia %ain became 
interesting joi=fareign inves- 
tors but for those with a 
long term view," says 
Drasko VeseUnovic. the 
exchange's president 

The SBI index slumped 20 
per cent last spring after for- 
eign portfolio investors were 
obliged to use expensive cus- 
tody accounts at authorised 
local banks. This was later 
relaxed but only for foreign 
investors not selling their 
investments into the local 
market within seven years. 
Sales to other foreign inves- 
tors, however, are permitted 
without Incurring the cus- 
tody charges. 

“The market is foreign 
demand driven so these 
rules don't make that much 
difference in practice." says 
Janez Klobcar of PubUkum, 
one of the largest local bro- 
kerages. 

He says the main impact 
has been on sentiment “The 
market is undervalued by 
about 15 per cent because of 
the restrictions-" 

While foreign investors 
have come back, their main 
focus has been Krka and 
Lek, the country’s blue chip 
pharmaceutical companies, 
says Mili Kus, managing 
director of Eastbrokers in 
Ljubljana. 

“There are a lot of local 
companies with excellent 
financial results torn interest 
is almost exclusively in the 
pharmaceuticals, partly as 
they are the most liquid 
stocks In an illiquid mar- 
ket." she says- 

The two account for 40 per 
cent of the SBI and their 
strong performances - they’ 
were up 41 and 36 per cent 
respectively in the first quar- 
ter-are mainly responsible 
for the index's recent rise. 

Bank Austria|Creditan- 
stalt expects the SBI to keep 
moving upwards and to 
reach 2000 points, this year, 
up from about 1700 in early 
May and 1380 at the start of 
the year when the equity 
part of the market was capi- 
talised at about SL85bn. 

The smallnes^-of LSE, 
however, masks considerable 
activity elsewhere in local 
capital markets. 


The first phase of privati- 
sation is close to completion, 
putting companies generat- 
ing some 3040 per cent of 
GDP into private hands. 
Individuals were given 
vouchers to be exchanged 
for shares either in the com- 
pany where they worked, at 
a discount, or at auctions for 
shares in other companies. 
The third option was to 
place vouchers in invest- 
ment funds which in turn 
could pool them and bid for 
shares - similar to the sys- 
tem in the Czech Republic 

The surprise was that 
about two thirds of the popu- 
lation derided to invest all or 
some of their vouchers in 
the funds which ended up 
with 56 per cent of the 
vouchers issued. 

“The regulators had expec- 
ted the funds to get only 
about 20 per cent," says 
Stanislav Valant, a former 
banker who heads Nacion- 
alna Finan cn a Druzba, one 
of the biggest fond manag- 
ers. 

Problems have arisen 
partly because the state 
failed to allocate enough 
shares to match the vouch- 
ers issued. Under recent leg- 
islation. the government 
most settle this by the sum- 
mer and Mr Valant says the 
matter will be hotly debated. 

The fluids are pressing the 
government to allocate them 
stakes in the remaining 
state-owned companies, jew- 
els of the Slovenian economy 
like the port of Koper, Lju- 
bljana airport and Telekom 
Slovenije and other u tilities 

But the government would 
prefer to sell such assets for 
hard cash. If it sells them at 
alL and is also reluctant to 
give more economic power 
to the investment funds 
whose reputation Is mixed. 

“Some of the banks did not 
establish fund management 
companies to make a profit 
but to influence companies 
to use their bank services,” 
says a local broker. “Many of 
them are also associated 
with political parties and 
local interest groups." 

In the best cases, funds - 
which have begun to build 
up holdings in companies by 
trading stakes between 
themselves - are beginning 
to exercise some much 
needed corporate governance 
at companies, many of 
which are part-owned by 
management and employees. 

But others are taking 
advantage of the lack of 
transparency and market 
information - the vast 
majority of the newly priva- 
tised companies are not 
listed - by buying shares 
from individuals at low 
prices and selling them on 


for large profits. 

While there is concern at 
such developments in the 
grey market, the exchange 
itself is considered suffi- 
ciently regulated. Although 
voucher privatisation is pro- 
viding it with a steady 
stream of companies for list- 
ing, it suffers from insuffi- 
cient buyers as small inves- 
tors cash in their holdings. 

Mr Veselinovic says this 
means it is virtually impossi- 
ble for companies to raise 
funds locally through IPOs. 

“The market wouldn't 
swallow extra amounts of 
stocks," he says. “Maybe by 
the end of next year it will 
start to digest what is com- 
ing out of privatisation.” 


Reforms are 
needed to prepare 
for the ‘shock’ 
of ageing baby 
boomers 

From the president down, 
there is a consensus within 
the Slovenian government 
that an overhaul of pensions 
is among the two or three 
most pressing reforms the 
country faces. 

As in many European 
countries, Slovenia’s pay-as- 
you-go state pension scheme 
- is clearly unsustainable. 
Reforms are needed to pre- 
pare for what the World 
Bank describes as a looming 
“demographic shock" when 
the baby boom generation 
retires after 2010. 

The dependency ratio - 
the number of active persons 
compared to the number of 
pensioners - is set to rise to 
1:1 by 2022, from about 1.6 to 
1 at present And it is esti- 
mated that, without reforms, 
the scheme's deficit would 
quadruple to a whopping 15 
per cent of GDP by 2035. 

At the same time reform- 
ers recognise the develop- 
ment of pension funds can 
both compensate individuals 
for cuts in the existing sys- 
tem and support the fledg- 
ling capital markets. 

While Anton Rop. minister 
of labour, family and social 
affairs, insists reforms will 
be adopted this year, the 
government's plans have 
already been partly blown 
off course by strong resis- 
tance from trade unions. 

Unlike in neighbouring 
Hungary where pension 
reform was railroaded 
through despite widespread 
opposition, tbe government 
has given in because it aims 
to build a broad social con- 
sensus on major reforms. 

It last month decided to 
abandon, for now. the 
so-called second pillar, 
designed to add a mandatory 
funded element to the state 
scheme, after the unions 
organised demonstrations 
against it. 

The second pillar would 
have involved diverting 6 
percentage points of the 24 
per cent social security levy 
on wages, to pension funds. 
It would have been compul- 
sory for new entrants to the 
scheme, while those already 
contributing could have 
opted to join it 

“The unions claimed pen- 
sion funds would serve capi- 
talists, there would be no 
guarantee of payments and 
that the second pillar was a 
trick to reduce pensions." 
says a local pensions special- 
ist 

An additional problem was 
that tbe funding to cover tbe 


transition costs of introduc- 
ing a new system disap- 
peared when tbe govern- 
ment opted for lower than 
planned rates of value-added 
tax - 19 and 8 per cent 
instead of 22 and 9 per cent 
respectively. 

“I am disappointed |at tbe 
delay in the second piflarl 
and especially at the attitude 
of the trade anions.” says Mr 
Rop. 

In the meantime, the gov- 
ernment is concentrating on 
reforming pillar one. the 
pay-as-you-go system. 

Perhaps the most impor- 
tant of the planned changes 
is raising the retirement age. 
At present men retire at 63 
after 40 years service and 
women at 58 after 35 years, 
although it is possible to 
qualify for a foil pension at 
58 and 53 respectively. 

The white paper on pen- 
sion reform, published last 
November, calls for lifting 
the age for both sexes to 65. 
ln line with most OECD 
countries. But increasing the 
retirement age for women to 
this level has been resisted 
by the unions and it is now 
expected to be raised to 63. 

Dusan Kidric of the Insti- 
tute of Macroeconomic Anal- 
ysis and Development, one 
of the paper's main authors, 
says raising the retirement 
age to 65 would be the most 
effective of the planned 
changes in tbe short-term. 
Even raising the retirement 
age by just four months 
every year would make the 
current system sustainable 
until 2012. 

Pillar one pensions are 
also set to become less gen- 
erous. According to the 
World Bank, Slovenia's pen- 
sion benefits relative to 
wages are among the highest 
in the world. Pensioners 
receive 75-85 per cent of their 
average wage, indexed to 
account for increases, in 
their ten best-paid working 
years. There are plans to 
extend the 10-year period to 
25 and also to reduce the 
accrual rate. 

The white paper suggests 
cutting the rate from about 
2.1 per cent to 15 per cent a 
year, meaning individuals 
working 40 years would 
receive 60 per cent of their 
average wage as a pillar one 
pension. But Mr Rop says an 
accrual rate of 1.75 per cent 
is now more likely. 

Although not all the white 
paper's recommendations 
have been accepted. Mr Rop 
says he has taken heart from 
the coalition's commitment 
last month to proceed with 
pension reform. 

“What is now for sure is 
that we will execute pension 
reform. Ail the coalition par- 
ties really believe we have to 
do that" 
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WINE AHD TOURISM * by Virginia Marsh 


Attractions of a different vintage 



| Aim is to move 
g away from image 
§ as a mass market, 
£ package holiday 

S B destination 

A vast concrete wine vat is 

! an unlikely setting for an 
upmarket restaurant But 
with the help of some clever 
architects. Vipava 1884, one 
b of Slovenia’s leading win- 
| cries, has turned same did 
§ plant into an attractive din- 
5 Ing area that has become a 
jj popular spot for wedding 
receptions. 

“We've started to do more 
promotions - organising 
school trips and visits and 
wine-tastings for tourists,” 
says Damijan Skvarc, com- 
mercial director. "Rie indus- 
try has problems as. Wine 
consumption, traditionally 
very high In Slovenia, has 
been foiling In the last three 
to four years." 

The winery takes it name 
[ fitrm the country’s first wine 
co-operative set up in 1KM in 
Vipava, a small town in a 
wide and fertile valley in 
south-west Slovenia, 
between the alpine and Med- 
iterranean parts of the coun- 
try. It has same 300 ha of 
vineyards of its own, out of 
2000 ha in the valley - sadly 
soon to be disturbed by a 
motorway - but also pro- 


PROFILE 


Tears of patience finally 
paid off for Goodyear last 
December when the US 
tyremaker sealed two 
long-planned joint ventures 
with Sava, the Slovenian 
rubber gronp. 

Sava, among the 
country's biggest exporters. 
Is one of the first large 
local companies to cede 
control af much af its 
business to a foreign 
strategic investor and 
Goodyear’s 3120m 
investment is the biggest by 
a foreign company since 
Slovenia became 
independent in 1991. 

The good news for 
Goodyear Is that Sava, 
which plans to list within a 


cesses grapes from the 
mainly small landowners 
who farm the rest 

The winery, which Is 
mainly owned by farmers 
and employees, has capacity 
to produce iam litres of wine 
a year but has rarely pro- 
duced man o»«rt two thirds 
of this, and now makes Wftn 
litres a year. 

With wine consumption 

fa ll in g at hf>rm» [ flirting new 

markets abroad has become 
more important. Vipava 1894 
was Slovenia’s biggest wine 
exporter last year, account- 
ing for about 600,000 litres of 
the tin-litre totaL 

"At the moment ft's not so 
necessary for us to export as 
wee have a good position 
locally. The market Is pro- 
tected but import tariffs are 
due to go down,” says Mr 
Skvarc. "We estimate local 
producers will lose -SO per 
cent of the market to foreign 
wines. People know we have 
good wines - the problem 
will be the price. Other coun- 
tries will come here with 
cheap wines because of over- 
production in Europe." 

The looming competition 
means production of higher 
quality rather than table 
wines is being Increased, as 
are efforts to develop wine 
tourism. 

"We’re moving bade to tra- 
ditional methods wiring 
more wood for storage, . 
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Slovenia tt Pncm wri ng production of quriRy wines and dmiaplng wtaw tourism 


motor Hear MmE 


partly because of the tourist 
groups," says Mr Skvarc. "If 
people visit us, they are 
more likely to buy our wines 
in future." 

The winery produces clas- 
sics - white wines such as 
Sauvignon and Chardonuay 
and reds like Merlot and 
Cabernet Sauvignon - as 
well as local varieties such 
as white wines Zelen. Pinela 
andRebula. 

At lunch, the restaurant 
serves a Zelen 1396, a deli- 
cate light dry wine with a 
plate of prsut - prosciutto in 
Italian - one of the spedahr 


^ - -n- 


ties of the Ernst region. 

Among other thing s , *f»ia 
dry, weatherbeaten region, 
sandwiched between the 
Vipava valley and the Adri- 
atic coast. Is known tear its 
cuisine. Every year. Stir eight 
days in late April and early 
May, it is traditional for 
farmers to open their gates 
to visitors who can sample 
smoked hams, cheeses, 
wines and other 
produce. 

For tourism promotion 
purposes the Karat region is 
coupled with Slovenia’s 
40km long coast Bare the 


main attraction is Piran, Pir- 
- awn in Italian, ntr ^ Of many 
beautiful towns buill oeq the 
Istrian coast by the Vene- 
tians who colonised the area 
from the I3th 

According to Rok Klano- 
nJk of the Slovenian Tourist 
Board, the coast and Karst 
region accounted for 25 per 
cent of visi to rs to Slovenia 
last year. It was second in 
popularity only to the moun- 
tains and lakes category, 
which covers the northern 
part of the co u n try, home to 
the Julian Alps. 

In all there were 975^000 




foreign v is i t or s in'199f7> * 17 
par cent increase on : . 1396, 
with more than h£lf -echoing . 
from Italy. Germany -and 
Austria. Hard currency reve- 
nues from tourism totalled 
fUflhn. ' 

Most , of these estimated 
2 Jim foreign visitors each 
year to local CMinote -m 
casino tourism pi3vl3e«- ZN 
per cent of the sactar’srijsvej 
nnes In 1997 t doteO^raoM 
UP in the 

which only cover thpsayantfi 
ing overnight. - 1 0W 
Tber Introduction* argpo- ' 
cession tees forcastlo pppra- 
toss, however, is se#to boost 
the fortunes of the tbqrtst i 
board. It is due to receive 46 
per cent of the fees* a mbye 
that Mr Klanrapk says could 
lift revenues to over pM&n a 
year, up from DM5.au. ; 
This should enable more 


turn sour 


spending on needed promo- 
tion. Although a verx.beauti- 
ful country with a great vari- 
ety of landscapes «md 
cultnres packed into e smffl, 
green comer of Europe, Slo- 
venia, as an tadeoaipdqit 
entity, is a retatrai new- 
comer on world touriren 
markets. It is ni«i tiding to 
Change IIS lj ng prji^j 

as a mass market. U&ckajo 
hofiday destination, St aver 
from the days when /fr was 

rrr| P of the Twain - fly 

tourists visiting former 

Yugoslavia. 


Group makes fresh imprint 


year, performed 
unexpectedly well last year. 
Net profits more than 
quadrupled to 1.41m tolars 
(f8L4Sm) from 247m tolars 
in 1996 on turnover of 
35.61m tolars (Slim tolars). 

Exports accounted for 
some 33 per cent of sales 
and, for the first time, the 
company, based at Kranj, . 
30km north of Ljubljana, 
passed the 4m passenger 
tyre mark, producing 4^5m 

overtire year. It plans to 
double this figure within a 
decade. 

“We did well on cost 


reductions, making better 
nse of time and materials 
but above an we benefited 
from good market 
conditions, says EmU 
Vbovlsek, vice president 

Goodyear has taken 
a 60 par cent stake in 
tire tyre venture, due to 
begin this summer, for 
about SlOTm cash, and a 75 
per cant stake in an 
engineered rubber products 
ve n t ure that started In 
January. 

The tyre venture win 
absorb about 2,000 of Sava’s 
3^00 workforce - down 


from tire 4£00 of 10 years 
ago - with about 200 going 
to the engineered products 
. compa n y. 

The remainder will stay 
with Sava itself which 
will use the funds paid 
by Goodyear to res tru c tur e 
and expand its other 
interests which range from 
conveyor belts to scooter 
tyres and rubber plates Stir 
printing. 

The engineered products 
ve ntu re wffl see Goodyear 
prodnring transmission, 
belts, air springs and hoses 
in Europe for the first time. 


In securing tire deal, 
Goodyear edge^oot Sava’s 
long-time partiter. 
Continental of ^eraumy 
which had baldfe 27.8 per 
cent stake in thfftyre^ 
operatioare. Its make 1ms 
been bought for^tn I 
tmdfodaaed amamt * • 

Mr Vlwvisek jays access 
to new technology and 
marketing, as wpl as ; 
Goodyear’s wfltf&gnea to 
invest in the engtnmred 
products venting were 
among the factors in its 
favour. 

Some J36m is to be _ 


invested to the latter over 
six years, while a fioora ■ 
eight year investment ; ■ 
programme Is planned fin: 5 
tyres. : 

But perh aps the most 

important factor was thf US 
company’s global reach, 

“From Slovenia, you . 
cannot play a global 
role. Normally companies 
that do have large domestic 
markets,” he says, adding 
that even some of the 
world's top ten producer* 
wffl straggle to compete- ; 
globally in the long-term. - 
“So we decided we bad. 
to go with one of the top 
three,” 


V,M 


Eighteen months ago 
Mercator, Slovenia’s 
largest retail company, • 
was celebrating with 
foreign bankers, as it 
broke new ground by 
iwlsing^DmiaOm to the 

Ma t international 
Syndicated loan arranged 
for a Slovenian private 
‘■actor company. 

. But the celebrations - 
hare turned sour- 11 b 
management board was 
dismissed last year by the 
supervisory board In a 

coup «pgtoe&ed by 
representatives of middle 
management and the 
. wonaomtm 

‘^ebankshgtothe 


loss -spd for details from . 
tire new management team 
of itr strategy. 

The evrotsotMercator 
provide a cautionary tale 

1 of foreign i nv estor* and 
bankers and higtfflght the 
coosiderabteprotitems of 
lade of transparency and 
poor c o rporate governance 

• that are still to be 
overc om e to the new 

, private sector. 

L t Privatisation ha been a 
tong, drawn-oat process. In 
; aw g i nh i 
ha* ended up with 
managers and the 
wrehf ur ofr through - 

management and emptoyee ' 
buy-outs* And to large 
rompanteemritas 

-cater, which were too ' 
btg Air such buy-outs, 
tiuro Is a tor-reaching 
system efoMaterintmdhm- 
wtth workforce ... 
rqHtsentetires hoh&og SO 
per cent of the seats on tire 
su pervi s ory board. 

it Is a system that con 
prove unstable, when 
managements set oat to 


implement drastic 
refitructnrlnx maesuras. . 

Zivte PretiU the former 
Mercator toiM eonenttre, 
had embarked 00 just snob 
a course with as s ts tan ce 
provided by a group of 
former managersfhnn . .. 
Asda, the UK retail group. 
The plan, which won tire. . . 
strong backing of tfcft 
banks, aimed to 
consolidate the scores of 
local read regional • 
Mereator subsidiaries toto 
a unified group with a . 
coherent management 
structure, to develop 
hypermarket and larger 
supermarkets whUe dosing 
smaller uneconomic 
outlets, and to soli off 
non-core operation*. 

“I decided the company 
needed radical change to 
survivei,” he says. I was 
aware that In 2 to 3 year* 
the company would 
gradually lose market 
share. And in 10 years lt- 
could be bankrupt I 
wanted to eliminate middle 
management layer*- We 
had 80 companies in 
retailing, and X wanted to 
have am company. " 

Fatally Mr Pregl tolled to 
take middle management 
with him, however- 

Stanislav Volant,, the * 

new supervisory board 

chairman, says the. 
strategy for Mercator “is 
still dear, it baa not 
dunged. But the pace has 
changed. And tire question 
of divestments is a tough 
one.” 

He is seeking early 
negotiations with the 
banks once the financial 
results era published, to 
persuade them to continue 
tbeir lending, but he 
accepts that the now 
management's room for 
manoeuvre is 
circumscribed- "It ts a . 
question of pace and 
getting people to ‘ 
parttatpato. If you go too 
tost, you may not be 
successful.” 

Kevin Done 
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ALA1ATY kn*e$ vmi. BUDAFSEST ym. BUCURESfl lows yott. 
DNEPROPETROVSK fotvs you. KRAKOW fanes y*m, KOSICE laws ymt 
ST, PETERSBURG fours you. KYIV fores ym. IJUBUANA hues ymt* 
MOSKWA lm*es ymt. MINSK htm ymt. ODESA hvesymi. 
HIAHA RIGA loves yatt* SARAJEVO loves you 
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Sofia also loves you. And so do 
Almaty, Beograd, Skopje^ Tirang, 


Anapa*, Kharkiv* and Tbilisi* will 
love you, toa After all, distance 


Tallinn, Timisoara, Vilnius, Warsaw, does make the heart grow fonder 
Wroclaw and Zagreb. And as of just like: our eastern European roui 

May '98 our new destinations network, with currently 29 desti- 


nations in 21 countries So now, 
you hare the opportunity to fall 
in love aB over again. 


just like our European route 

network, with currently 29 desti- http://wvrwausLcom 

AUSTRL^NAIRUNES> 


The Most Friendly Airline, 


*new darinaatms «i our summer sduxhdc subject to &uawttatt approval 







In Eastern Euro 
one of the top 


Yoar coap^sst osnsito financial- 


With sabsldlarivs and branches In more than 3b key', 
business centers, HYPO-BANK fa s panwerful presence In 
Hungary, Hr* Cuoh Jtopubllcs, Poland end Slovakia. BMng 
you s uiM biuw from which to tap ».imnWn| market, 

' wa sapport yDur activities with abroad range of financial 
.saryfeas. Prompt domestic and IntetestkHial paymests 
transactions, for Instance, capital Investment, as waif 
as' aatiatanUal expertise In the .rogfonaf Industrial and 

property jmiMs Not to mention valuable contacts for . 


Oyr Biwgy to Your Capital 









